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Local Papers, Please Copy 


One day last July, ‘ollowing our 
cover treatment of Abbott Labora- 
tories’ Dr. Ernest Henry Volwiler, 
we received a letter from famed 
Portrait Photographer Fabian 
Bachrach. Wrote Photographer 
Bachrach, who had snapped Dr. 
Volwiler for our cover: “I think it 
is one of the best color reproduc- 
tions I have seen in a magazine. 
In fact, it is so 

good I wonder if 

it is possible to 

buy a number 

of copies of the 

cover? ...I am 

thinking in terms 

of 1,000, 2,000, 

5,000 and 10,000 

copies .. .” 

FoRBES was 
glad to oblige, 
but, we must ad- 
mit that Pho- 
tographer Bach- 
rach’s request 
caught us by 
happy surprise. Usually Forses 
readers show more interest in our 
words than our pictures. So much 
so, in fact, that each issue brings 
with it a small flood of mail re- 
questing reprints in quantity of 
particular articles that have ap- 
peared in this magazine. 

Far from regarding such mail as 
a necessary nuisance, Forses looks 
upon reprint orders as a delightful 
function. It is just one more indi- 
cation of Forses’ burgeoning influ- 
ence in the financial community 
and proof that our audience ex- 
ceeds many times our 215,000 paid 
circulation. 

Under Cover Work. Most in de- 
mand are-reprints of our cover 
stories, though orders for copies 
of even short-short stories are not 
unusual. More often than not a 
company president appearing on 
ForBrs’ cover is anxious for his 
stockholders to know what ForsBEes 
thinks about the job he is doing. 
Occasionally, a rival company—not 
on the cover itself—will order hun- 
dreds of reprints for distribution 
to its entire sales staff just to il- 
lustrate what the competition is up 
to. 

In addition to reprints in quan- 
tity (which are supplied at cost), 
many a Forses story is reprinted 
in out-of-town newspapers, picked 
up by trade papers and featured 
in company house organs. At the 





other end of the reprint cycle, are 
the Forses mentions, in which the 
magazine is quoted in speeches, 
by radio-TV commentators and 
throughout the press. Recently 
Columnist Hal Boyle confided that 
he had flipped through a copy of 
Forses while waiting to interview 
Deborah Kerr. (We lope his in- 
vestments are prospering.) 
Though com- 
pany stories (and 
Editor & Pub- 
lisher Malcolm 
Forbes’ “Fact & 
Comment” edi- 
torials) are No. 
One on Forses’ 
reprint parade, 
we regard as 
something of a 
compliment the 
fact that the two 
most reprinted 
stories in our 
modern history 
have been 
thought pieces on two types of fi- 
nancial phenomena: our study of 
Florida, “Peninsula of Plenty” 
(June 15) and our coverage of 
mutual funds, “How Good Are The 
Mutual Funds?” In a remarkable 
example of a one-two punch, the 
Funds cover followed the one on 
Florida in the very next issue, July 
1. Since they first appeared, both 
stories have racked up orders for 
scores of thousands of reprints. 
Honorable mention: “The Joiners,” 
Forses’ study of local investment 
clubs, which by a further quirk of 
coincidence, appeared in the same 
issue with mutual funds. 

Ethical Approach. Occasionally, 
in the interests of ethics, it is 
Forses’ duty to refuse reprint per- 
mission. Many such refusals had to 
be handed out in the course of 
handling orders for mutual fund 
reprints. Reason: ihe orders, in 
several cases, came from the funds 
themselves or brokerage houses, 
and Forses felt that distribution of 
reprints would necessarily smack 
of outright solicitation by the re- 
printers. 

But so long as corporations or 
individual readers are eager to dis- 
seminate the facts for purposes of 
information, we'll be glad to help 
them out. Only one thing bothers 
the staff—no one has ever yet 
asked us to supply any reprints of 
Side Lines. 
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THIS 
SPECIAL STUDY 
ON REQUEST FROM 
The B&O Railroad, 
Baltimore 1, Md. 
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Answer 


to your 
64 Acre 


Question 


.eein B&O’s Land of 
Big Opportunity 


A 64 acre site—or any other acreage 
you need! 


Let B&O’s long and varied experience 
in plant location go to work for you! 


B&O’s Land of Big Opportunity is the 
proved center for national distribution... 
resources are tremendous. . . power plen- 
tiful, rail transportation fast and depend- 
able. Without question, we can suggest a 
site to suit! Look them over on the 
ground, or see them at your desk in 
3-dimensional color and air views. Ask 
our man! 


YOU CAN REACH HIM AT: 
BALTIMORE 1—LExington 9-0400 


NEW YORK 4—Digby 4-1600 CINCINNATI 2—DUnbar 1-2900 
PITTSBURGH 22—COurt 1-6220 CHICAGO 7—WaAbash 2-2211 


Baltimore & Ohio Railroad 


Constantly doing things—better! 


o 





High mortgage rate? Not compared 
with earlier periods, says the Nation- 
al Savings and Loan League. Cur- 
rent rate of 5-6%, it says, is lower 
than at any time between 1900 and 
1930. In 1920, for instance, interest 
rates of 7-8% were not uncommon. 





Americans too tense? Sales of 
“tranquilizers”, anything but calm, 
have soared to third place in drug 
volume. This year, the new mental 
drugs will jump about 150% in re- 
tail sales, to $250 million. 


Car owners can look for an end to 
“whitewallitis”»—white wall tires 
which crack or yellow with age. A 
new type of tire, which doesn’t do 
either, has just been developed by 
du Pont chemists. The secret: Hypa- 
lon, a synthetic rubber immune to 
ozone in the air, which caused crack- 
ing and yellowing. 





White Sewing Machine Corp., long 
lagging, now is taking a leaf out of 
mammoth Singer Manufacturing’s 
book. Singer has a few department 
store concessions, but concentrates its 
efforts in 1,652 sewing centers in the 
U.S. and abroad. So White, which 
now concentrates on department 
stores, will open a nation-wide string 
of 300 centers by next June. 


Defense spending, according to in- 
siders, will probably rise 10% in the 
next fiscal year. Defense Secretary 
Wilson talks of a mere 5% increase, 
but even that means an extra $2 bil- 
lion. Like everyone else, the gov- 
ernment is being hit hard by price- 
wage increases. 


Wonder plastic polyethylene, the 
housewife’s helper in squeeze bottles, 
now has come to the aid of the poul- 
try farmer. As insulating cover for 
infra-red brooders, it keeps chicks 
warm and visible in a filmy tent. 





Sick executives usually don’t know 
it, according to research by the Health 
Research Center. Of 500 executives 
recently examined by the center, more 
than half felt fine. Yet two execu- 
tives in every 10 had heart trouble, 
two in every 100 cancer. Exception: 
all the executives with ulcers already 
knew it. 





(CoNTINUED ON PAGE 8) 
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WHAT'S HAPPENING AT GOODYEAR—No. 6 OF A SERIES 


Goodyear’s 


3 IP's 


This trio is growing fast! 


With our country’s population rising every year; the 
ieed steadily grows for more homes for shelter, more 
1ood to eat, more creature comforts than ever before. 


And that’s where Goodyear’s foam products, films 
and flooring come in. More and more people will sit, 
walk, ride and sleep on Airfoam, made by Goodyear. 
More food will be packaged in Pliofilm, another 
Goodyear product. More textiles and industrial prod- 
ucts will be packaged in Vitafilm. More homes will 
be floored with colorful, long-wearing Goodyear 
vinyl and rubber flooring. Goodyear vinyl film and 
sheeting will find even greater markets. 


The 3 F’s—foam products, films and flooring—rep- 
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resent related areas of Goodyear’s diversified activi- 
ties. Others, in addition to tires, include the manu- 
facture of industrial rubber goods—aircraft and 
aviation products —chemicals— metal products — 
shoe products and many more—each increasing its 
productivity to meet tomorrow’s expanding markets. 


TODAY ... AND TOMORROW 


GOODZSYEAR 


THE GREATEST NAME IN RUBBER 
Airfoam, Pliofilm, VitafilmT.M.’s The Goodyear Tire & Rubber Company, Akron, Ohle 
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"How to be 
sure your safe 
is a safe place 


FOR YOUR RECORDS” 





NEW 24-PAGE MOSLER 
BOOKLET TELLS YOU 


@ what makes some safes dangerous 

@ how much protection to expect from 
a fireproof building 

@ what — should get priority in 
a small 


@ what's ‘aslo to collect fully on 
fire insurance 


@ what special precautions to take 
with cash 
@ what to look for in buying a new safe 


and answers to dozens of other vital 
questions. 
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(CoNTINUED FROM PAGE 6) 


TRENDS 





Don’t believe Ford Motor is going 
into appliances, despite its recent hir- 
ing of James Nance, former president 
of Studebaker-Packard and one-time 
head of GE’s Hotpoint division. Ac- 
cording to company insiders, Nance 
was hired to sell cars, not electrical 
lines. Ford’s reasoning: Nance was 
so concerned with financing at S-P, 
he never had a chance to show his 
merchandising touch with cars. 


Wall Streeters scurrying to figure ef- 
fect on industry earnings as U.S. cop- 
per prices drop toward world level. 
At 35c, one source estimates, Kenne- 
cott would earn $11.50 a share, Phelps 
Dodge $6.75, Anaconda about $7.50. 


Government denied rapid amortiza- 
tion tax certificate to Jones & 
Laughlin, but Washington sources feel 
it will certify more new capacity after 
the election. They reason that fast 
write-offs would encourage expan- 
sion, thus help Federal road-building 
program compete with industry for 
steel. The tip-off: Civil Aeronautics 
Board approval of such write-offs for 
new jet purchases. 


Kremlin’‘s masters switching to capi- 
talistic methods to keep Russian pro- 
ductivity up. Among other things, it 
is offering managerial incentives to 
executives and using automation. One 
worrisome note: Soviet gross national 
product has tripled in 15 years, grow- 
ing at a rate three times our own. 





Name 


subscription. 


Donor 


(C0 Payment enclosed. 
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Send Gift Card signed. .... 
Also enter my own l-year []) New or [J Renewal 


What is an executive worth? Bosses 
averaged $87,000 in salary in the na- 
tion’s 900 leading corporations last 
year. Best paid: executives of eight 
rubber companies who earned an 
average $150,000. Lowest paid: heads 
of seven construction firms, with sala- 
ries of $56,000. 
e = - 

State taxes for the average Ameri- 
can running $9 higher this year than 
last. Average collection by states in 
fiscal 1956 will run to $81.60. New 
Jersey taxpayers get best break: be- 
cause of high city taxes, they pay only 
$47 per capita, lowest in the nation. 
Washington, which pays for many 
services usually financed on local 
levels; hits taxpayers hardest: $131. 

o * a 

Personal incomes have had to move 
up a long way since 1939 simply to 
offset rising taxes and inflation, finds 
the National Industrial Conference 
Board. A married couple with two 
children who made $5,000 in 1939 must 
now earn more than double that 
($10,583) to maintain the same after- 
tax purchasing power. A _ similar 
couple earning $10,000 before World 
War II is slipping if it fails to boost 
its income to $22,428. 

e @ + 


Voters next week will be asked to 
approve a record total of $2.678 billion 
in state and local government bond 
issues for such things as schools, roads, 
and housing, according to the Bond 
Buyer. This is more than $1 billion 
more than the previous record (1949). 


. If a large proportion are approved, in- 


flationary pressures could increase. 
Last year, however, voters approved 
only 37% of the $1.5 billion proposed; 
in 1954 88% of a like amount was 
voted. 
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One l-year Gift Subscription $6 


, SPECIAL CHRISTMAS RATES: Two or more l-year Gifts each $5 
Attractive, Colorful Gift Card Sent on Request 
FORBES, 80 Fifth Ave., New York 11, N. Y. 
Send FORBES for 1 year as my gift to: 


DC Bill me. 


Pan-American and Foreign $4 a year extra. 
Gift rates good only through December 31, 1956 
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IT’ 
S GOOD BUSINESS 


GEORGIA 


SNERAL TIME CORPORATION 


109 LAFAYETTE STREET. NEW YORK 13.N¥ 


May 1, 1956+ 


ornce oF Tat pacsote” 





Mr. Scott Candler Secretary 
Georgi Department of Commerce, 
Atlanta, Georgia. 


Dear Mr- Candler: 


When General Time Corporation decided some 
three years 86° to establish a new plant, we 
studied poss in every part of the 
country- Athens, Georgia, was our first choice, 
and we have never regretted it. 


The manufacture 
electric timepieces depen 
found in Geo 


not the 
water. 





; our relations with fellow members of the 
community have been most gratifying. General Time 
employees who moved to Athens have found it one of 
Addition I those rare cities that combine 4 heritage of dignity 
F a and beauty with the progressive, modern American 

acts and spirit that animates the new South. 


Lat 

Fi ost Thanks to such advantages as these - 

gures to our steadily gnereasing sales in the So 

Write T and elsewhere - we piar not only to stay» 
oday ‘ to expand our operations, in Georgia. 


Se Scott Candler, 
cretary Sincerely yours» 





100 st 
ATE 
FORBES, Novemssr 1, 19 CAPITOL ATLANTA 
’ 56 , GEORG 
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‘Which industries 
pay the most 
generous dividends? 


This question was asked by a 
reader of The Exchange Maga- 
zine and a crisply written article 
in the October issue provides 
an illuminating—and somewhat 
surprising—clue to the answer. 


The story—Pay-out Ratios—also 
covers another important point: 
What size companies habitually 
pay out the largest proportion 
of available earnings in common 
dividends? 


Giving its readers this sort of 
timely information about stocks 
is typical of The Exchange 
Magazine. And there are plenty 
of other examples in the October 
issue. 


Corporate Financing 
Gets A New Look 


Why did a stalwart institution 
like American Telephone & 
Telegraph recently switch from 
debenture to equity financing? 
What effect can more common 
stock financing have on the na- 
tion’s industries? The Trend 
Toward Common Stock Financ- 
ing outlines what may prove to 
be a significant shift in the 
method of raising additional 
capital. 


Effect of Capital Investment 
on Wages 


Is there an important relation- 


ship between a company’s capi- 
tal investment and annual wages 
paid its workers? What indus- 
tries lead in the amount of capi- 
tal invested per worker? This 
article and the supporting sta- 
tistics indicate that industries 
with most capital invested per 
worker usually pay the highest 
wage, too. 


An Executive Looks Ahead 


The Exchange Magazine asked 
Edwin J. Schwanhausser, Presi- 
dent of The Worthington Cor- 
poration, for his views on our 
economic future. In No Room 
For Pessimism, Mr. Schwan- 
hausser looks at the future bene- 
fits for his and other companies 
from such activities as highway 
building, atomic power devel- 
opment, automation and other 
industry trends of today and 
tomorrow.. 


The Exchange Magazine gath- 
ers these timely and provocative 
articles from corporation execu- 
tives, analysts, financial editors. 
Every issue offers facts, new 
ideas for both new and experi- 
enced investors. 


The cost of a year’s subscription 
—12 monthly issues—is only one 
dollar. Clip the coupon below 
and send it with your dollar now. 
The Exchange Magazine can’t 
be purchased at newsstands. 
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THE EXCHANGE Magazine, Dept. 7 
11 Wall Street, New York 5, New York 


Enclosed is $1 (check, cash, money 
order). Please send me the next 12 issues 
of THE EXCHANGE Magazine. 

TD-3 


NAME 





ADDRESS. 





CITY STATE. 
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READERS SAY 


Forses And The Facts 





Sm: In your article on Gurdon Wat- 
tles (Forses, Sept. 15), you state that 
Mergenthaler Linotype Co. earned $4.04 
a share for the first nine months of this 
year, a profit which “did not include the 
unremitted earnings of Mergenthaler’s 
foreign subsidiaries, ... nor ...a $2 
million windfall capital gain from the 
sale of preferred stock in the British 
subsidiary.” The August’ 16, 1956 Stand- 
ard and Poor’s report on this company 
states: “Excluded from 1956 results wa: 
a special credit of $1,223,196 represent- 
ing the profit on sale of an affiliate’: 
preference shares.” 

Can you explain the difference oi 
some $777,000? I would like to fee 
that what I read in Forses is fact. 

—Cart M. Meyer 
Los Angeles, Calif. 


Reader Meyer can put his mind ai 
rest. When Mergenthaler sold its hold- 
ings in the preferred stock of its United 
Kingdom subsidiary, it received $1.97 
million more than the value of those 
shares as carried on Mergenthaler’s 
books. Mergenthaler then transferred 
$750,000 of this profit to an inventory 
reserve account, an internal bookkeeping 
transaction which of course did not alter 
the size of the actual capital gain 
Standard & Poor’s took the company’s 
bookkeeping at face value; ForBes went 
one step deeper into the transaction. 
Hence the apparent discrepancy—Eb. 


Choosing Corporations 


Sir: Your Oct. 15 issue printed two 
articles on companies which were not 
as good as their competitors: Worth- 
ington Corp., which has been outdis- 
tanced by competitor Ingersoll-Rand, 
and National Supply Co., outperformed 
by Dresser Industries. Why didn’t you 
write the articles about Dresser and In- 
gersoll-Rand instead? I am interested in 
finding out about the top performers. 

—Rosert I. NEWMAN 
San Francisco, Calif. 


Forses’ réle is to present the facts 
about the corporate scene, never in- 
tended to have readers confuse that 
coverage with investor recommendation. 
As to Worthington and National Supply, 
as ForBEs pointed out, in some respects 
each outperformed its rivals, in others 
lagged behind.—En. 


Fluctuating Taxes? 


Sm: At present [the capital gains tax] 
is a very real deterrent to selling stock, 
and causes an artificial decrease in the 
supply of stock for sale. Result: an 
overvaluation of available shares, and 
exaggerated market fluctuations. 

Yet if you just abolished the tax 
there would be a flood of selling. 

I therefore suggest a variable capital 
gains tax. If the present tax were re- 
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duced now there would be an increase 
in profit taking and an increase in gross 
tax receipts. The rate could then be 
kept at whatever figure would raise the 
most taxes. 

The economist would like to see the 
law of supply and demand more nearly 
approached; the investor would like to 
spend some of his paper profits. 

—Houuts D. Hatcu 


On Flaws And Favoritism 


Sr: Your publication rarely, if ever, 
mentions any of [Investors Diversified 
Services Funds] whereas the fact of the 
matter is we are the leader in the field 
and Investors Mutual Inc. is the world’s 
largest balanced fund. Nor do you 
mention the fact, in your [Oct. 15 article 
on the Commonwealth Investment Co.’s 
conversion feature] that we have four 
funds and that there are transfer privi- 
leges, without any charge, to and from 
any of the funds. 

It’s most certain that a company man- 
aging over $2 billion in assets, and hav- 
ing over 800,000 customers throughout 
North America, provides more assur- 
ance of genuine interest to a far greater 
number of your subscribers than . . . the 
infinite number of relatively small funds 
your publication mentions repeatedly. 

—Ivan JONEs 
Investors Diversified Services, Inc. 
Davenport, Iowa 


Newsworthy developments concerning 
Investors Mutual and Investors Diversi- 
fied Services have, in fact, been reported 
frequently in Forses’ columns. 

In the matter of Investors’ transfer 
privileges, Forses did overlook them, 
owing to their omission by the mutual 
funds’ reference bible, Arthur Weisen- 
berger’s Investment Companies —Eb. 


Reversed Vodkas 


Str: We would like to take gentle ex- 
ception to the statement that “Gilbey’s 
Vodka is second in sales only to Smir- 
noff” (Forses, Sept. 1). Old Mr. Boston 
Vodka is the second largest selling 
vodka in America, as noted in our trade 
advertisements, which are approved by 
the Alcohol and Tobacco Tax Division 
in Washington. —ALFRED E. Bourassa 

Advertising Manager, 
Mr. Boston Distiller, Inc. 
Boston, Mass. 


Both Barrels 


Sm: I read with much interest your 
article on American Zinc (Forses, Oct. 
15), especially the statement that Amer- 
ican Zinc’s “Young, of course, is well 
aware that Armco Steel is pushing hard 
with its aluminum-coated steel as a 
competitor for zinc galvanizing .. .” 
That is true, up to a point. But we also 
have another important special-purpose 
sheet steel, Armco Zincgrip steel, the 
first of the continuously zinc-coated 
steels. We are not neglecting this prod- 
uct . . . because it’s a good one. 

—Wm. E. McFEe 
Armco Steel Corp. 
Middletown, Ohio 
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“<i°m tempted to get _ 
postage meter?” 


Miss Gottlebee is away this week. 
(Mumps!) But the monthly statements 
must go out. J. P. Grieving, Pres. 
and Gen. Mgr., has been licking and 
sticking stamps and envelope flaps all 
afternoon . . .So now we have another 
hot prospect for a DM, the desk 

model postage meter. . . 


Why? Because a postage meter 
does away forever with old-fashioned 
stamp sticking, and the stamp box. 
And always provides the right stamp! 

With a DM, you print postage as 
you need it—any amount, for any 


PITNEY-BOWES 


Postage 
Meter 


Offices in 94 cities 
in the U. S. and Canada 


- 
— 
Cate 


kind of mail, including parcel post. 
Just insert the envelope, dial the 
amount of postage wanted, press the 
lever-...and your letter is meter- 
stamped, with dated postmark—and 
with your own small ad, if you like! 
A baby could do it! And there’s a 
moistener for sealing envelope flaps. 
You get out your mail in minutes! 

The dated postmark, needing no 
cancelling, makes less work in the 
postoffice, so your mail can often 
catch earlier trains and planes. 

Your meter is set by the postoflice 
for the amount of postage you need. 
Your postage is protected from loss, 
damage, and misuse... automatically 
accounted for on visible registers. 

Models, electric or hand, for every 
office. Ask the nearest PB office to 
show you. Or send coupon for free 
illustrated booklet. 


FREE: Handy desk or wall 
chart of Postal Rates, with parcel 
post map and zone finder 
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cement 


U 5 POSTAC! ut 
Parney-Bowes, Inc. 


Aa Net a7 
Frgun es ox 
1718 Pacific Street wae AG ae ost 
Stamford, Conn. uc 


Send free () booklet, Postal Rate Chart to: 


Name 
Address 
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Thou that hast given 
so much to us, 
give one thing more... 


a grateful heart. 


ent ieey ere 


... George Herbert 
1620 
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GENERAL TELEPHONE SYSTEM 


ONE OF AMERICA'S GREAT TELEPHONE SYSTEMS e 260 MADISON AVENUE, NEW YORK, Ne. YW 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 





STEVENSON’S FANTASTIC PROPOSAL 


This publication, concerned primarily with business 
and finance, has never hesitated to comment editorially 
on politics because for many years actions of a President 
and a Congress have had greater impact on our economy 
Oak Ridge: Lock it . . . than any other factor. 
Pae Forses has recom- 
mended the re-elec- 
tion of President 
Eisenhower with the 
full conviction that 
his administration 
understands that this 
nation’s strength and 
the activities of its 
democratic processes 
depend in large measure on the successful functioning 
of a responsible, free enterprise system. 

But in commenting on Mr. Stévenson’s 
proposal that we cease experimentation 
in the field of the hydrogen bomb we do 
so not on the basis of partisanship but 
in the name of common sense and sur- 
vival. Do the American people realize 
what he has promised to do as his “first 
action” if elected President? Do we un- 
derstand its implications? 

Mr. Stevenson has proposed that this 
country and Russia should mutually 
promise to cease experiments with the hydrogen bomb 
and has indicated his willingness, if necessary to achieve 
this objective, to journey to Moscow. If he would entrust 
the security of the free world to a Communist promise, 
he is a fool and his folly endangers us all. 

Why do we have peace in the world today? Is it be- 
cause we have more men under arms than the Com- 
munists? Is it because we have more tanks, and the tra- 
ditional military hardware of World War II? Of course 
not. In every instance we have infinitely less. We have 
peace now and the greatest prospect of continued peace 
because we have developed weapons that can _ inflict 
virtually total destruction and we have the capacity to 
deliver them if attacked. Ever since World War II ended 
the Communists and their satellites have pressed relent- 
lessly for agreement to “outlaw” the A-bomb and the 
hydrogen bomb because these alone have given the free 
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More under arms... 






world equal strength. As a result of that strength we 
have peace. 

Scientists indicate that certain types of such bombs are 
being developed without “fallout” and that it is not 
totally impossible that a defense of sorts might be de- 
veloped against these weapons. In all aspects, extensive 
research and carefully controlled limited experimentation 
is necessary if we are to insure our own safety. Mr. 
Stevenson suggests that if the Reds violate their promise 
we can detect such an explosion and in eight weeks 
“catch up” with their experiments. 

Examine the fantastic follies in that conclusion. “If the 
Reds violate their promise. . . .” What promises has the 
Kremlin yet kept? 

“We can detect such an explosion. .. .” Scientists say 
limited controlled experiments might not be detected. At 
best that basic premise is debatable. 

“And in eight weeks ‘catch up.’.. . 
In eight seconds hydrogen bombs could 
wipe out the vast cities and centers of 
this nation. 

The prospect of Mr. Stevenson, in the 
event of his election, journeying to the 
Kremlin to negotiate placing our safety 
in a Red promise is incredible. No 
wonder Russia indicated her agreement 
almost before} the words were spoken! 

On the subject of military security 
President Eisenhower might in all fairness be considered 
to have more experienced judgment than the Democrat 
candidate. 

On the yearning for 
peace and an abhor- 
rence of war Presi- 
dent Eisenhower feels 
as deeply as the most 
fervent citizen. 

In terms of idealism 
and integrity he 
surely need take a 
back seat to no one. 

On what conceivable basis then could the American 
people be persuaded that this appalling proposal by the 
Democrat nominee should be accepted, that we should 
gamble our very existence on a Communist promise? 


” 
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HEALTHY BALANCE SHEET 


So far this year the profit reports—like the stock 
market—have been a little spotty. This has given rise 
to some nervousness and even a bit of calamity-howling. 

Are the Cassandras right? Is the long uptrend os busi- 
ness showing signs of faltering? Well, Washington last 
-month released its semi-annual score card on the state 
of U.S. business, and it should be enough to cow the 
most determined Cassandras. The balance sheet is im- 
pressively favorable. Even giving full weight to negative 
factors, the SEC-FTC Financial Report on U.S. manu- 
facturing corporations presents a picture of rosy health. 

Taking U.S. corporations as a whole during the first 
six months of 1956, sales, profits and dividends all hit 
new highs (see table). Their sales rose nearly 8% to 
$146.1 billion and net profits climbed a shade over 8% to 
$7.8 billion. Stockholders had some pretty tangible tokens 
of all this prosperity. Most of the $600-million increase 
in profits found its way into their dividend envelopes. 

Needless to say, there were soft spots. Four out of 23 
industry groups in the SEC-FTC tabulation reported 
declines in profits, and one, autos, reported lower sales. 
A few declines were substantial. Autos, for example. 
The auto industry earned 34% less than the $1,079 million 
it made in the first half of 1955. But the important thing 
was that other industries more than took up the slack. 
There were big gains in the profits of machinery, iron 
and steel, metal fabrication, petroleum and chemical 
industries. That, of eourse, is what the economists mean 
by “rolling readjustment.” Industries take their inevitable 
knocks one by one, without upsetting the whole econ- 


omy. This is a far cry from an old-fashioned recession. 

There were, to be sure, a few trends that worry the 
economists. Profit margins, the net return on the sales 
dollar, failed to rise appreciably. In other words, ex- 
penses rose as fast as sales, cancelling out the gain in 
profit margins that normally would accompany a big 
sales gain. Then, too, inventories swelled to $50.7 
billion, an impressive $6.5 billion ahead of last year. 

But these were more in the nature of stress points 
rather than real leaks in the dike. Don’t forget that, for 
the first time in decades, we are enjoying “full employ- 
ment” without depending on war or the aftermath of 
war. So it is natural some stresses should develop. 

The devil, of course, can and does quote Scriptures. 
So can some people try to twist these economic statistics 
into proving our economy is heading into trouble. But, 
when you look at them objectively, it is hard to see how 
the figures spell anything but economic health. 


ECONOMIC SCORE CARD 


for U.S. manufacturing Corporations* 





1955 1956 
Sales $135.6 billion $146.1 billion 
Net Profit 7.2 billion 7.8 billion 
Dividends 2.8 billion 3.4 billion 
Assets 178.8 billion 195.6 billion 
Inventories 44.2 billion 50.7 billion 
Net Profit Margin 5.30% 5.33% 
Return on 
stockholders’ equity 12.2% 12.4% 


*For six months ending June 30, 1956 and June 30, 1955 
source: Federal Trade Commission and Securities & Exchange Commission. 





What have Americans to be thankful for? 

More than any other people on the whole earth we 
enjoy complete religious freedom, political freedom, 
social freedom. 

The humblest-born can rise, if possessing the neces- 
sary talents, to the highest position in the world 
today, the Presidency of the United States. 

We rejoice in a governmental system of democracy 
unmatched in any other part of the globe. 

Our liberties are sacredly safeguarded by the Con- 
stitution of the United States, “the most wonderful 
work ever struck off at a given time by the brain and 
purpose of man.” 

The Lord has blessed us, materially, beyond any 
other nation in all history. 

American wage-earners revel in luxuries, comforts, 
conveniences unknown to the mightiest rulers of the 
past, can give their children facilities to climb to the 
summit of human achievement—and service. 

They, we—all Americans—are free to come and go 
at will, to choose whichever path or paths of life 
beckon most strongly. 

America bestows on its citizens, both men and 
women, the richest rewards for worthy results: finan- 
cial rewards, acclaim, honors, often exalted public 
office. 

Our workers have at their command, thanks to our 
free capitalistic system, unparalleled labor-saving 
equipment, mechanical horsepower, enabling them to 
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generate a scale of living, for themselves and all 
Americans, never before approached by any nation 
at any time; yet working shorter hours than prevail- 
ing in any other modern nation. 

Our inventors, our pure scientists as well as our 
practical, industrial scientists, our research brains in 
every phase of life have at their command resources, 
in money and mechanisms and chemicals, far tran- 
scending anything known to earlier generations here 
or elsewhere. 

We lead not only in productiveness, but also, solemn 
thought, in potential destructiveness. All human- 
kind—except, perhaps, Communistic barbarians— 
should rejoice that this is so, because America has 
never waged a war of aggression but has followed its 
sacrifices of blood by unstinted sacrifice of treasure to 
succor its beaten enemies and elevate them to the 
highest possible degree of independence. 

We have furnished innumerable forms of aid to a 
multitude of people throughout the world on a scale 
almost beyond measure and never approached by any 
other government. 

Yes, we Americans of today have been bequeathed 
a noble heritage. 

Let us pray that a merciful Providence will guide 
us along such paths of wisdom and statesmanship 
that we may hand it down unsullied to our children 
and theirs. 

—B. C. Forses, Fact and Comment, November, 1953. 
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TOBACCO 


AMERICAN’S WAY 


With a rare blend of burley 
management and bright mer- 
chandising, Paul Hahn has 
kept American Tobacco sev- 
eral puffs ahead of its com- 


petition. 
“All the ‘hot air,’ the ‘bunk,’ and 
the ‘hooey’ in the world won’t make 


Mr. Consumer buy . 
—GEORGE W ssmineron Hirz, 1939. 


In 1931—the same year in which 
Lucky Strike emerged as the top- 
selling cigarette in the U.S.—the all- 
seeing eye of American Tobacco’s 
George Washington Hill fell upon a 
young lawyer at American’s legal 
firm. Young Paul M. Hahn, then 36, 
had acquired so much knowledge of 
the tobacco business in the course of 
representing American that Hill de- 
cided he was just the man to become 
his assistant. 

Before turning in his law books, 
Counselor Hahn informed one of his 
clients, Mrs. Elbert Gary, widow of 
U.S. Steel Founder Judge Gary, that 
he would no longer be able to handle 
her affairs. Mrs. Gary promptly pre- 
sented Hahn with a gift—the black 
leather and mahogany chair her late 
husband had used first as a lawyer, 
then as a judge, and still later as Boss 
of Big Steel. “If you use this chair,” 
prophesied Widow Gary, “you will 
become president of American To- 
bacco.” 

Last month American Tobacco’s 
Hahn, who fulfilled the prophecy six 
years ago, was still filling Judge 
Gary’s chair (he has long since 
changed its once stationary legs to a 
more comfortable swivel base). But 
in his role as president of the oldest 
and biggest cigarette firm in the busi+ 
ness, Hahn’s chair is also the indus- 
try’s hot seat. 

Tobacco Titan. From it, he oversees 
a vast tobacco empire dedicated to 
satisfying and expanding a $3-billion 
national habit—smoking. As the na- 
tion’s No. One producer of smokes, 
Hahn’s American Tobacco Co.* makes 
and sells more cigarettes than any 
other manufacturer. Its four top-sell- 
ing brands (Lucky Strike, Pall Mall, 
Herbert Tareyton, Filter Tip Tarey- 
ton) alone accounted for 132.7 bil- 
lion units last year, or some 32% of the 
U.S.’ cigarette market (vs. 25% for 
second-seeded R. J. Reynolds). Out 
of record net sales in 1955 of $1.09 
billion, cigarettes accounted for 95% 


*Traded NY SE. 
8414; low, 684. Dividend We 


cated cos Hota ae assets Earnings 
lion. rieker symbol: 
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Modern Design made the big difference 


of American’s revenues. Yet it is a 
measure of American’s predominance 
that of the remaining 5%, 342% came 
from its line of 14 cigars,t a meager 
proportion, but one which neverthe- 
less ranks American as runner-up to 
king-sized Consolidated Cigar. The 
other 142% comes from sales of smok- 
ing and chewing tobacco. 

American makes no snuff. But in 
one of the most hotly contested busi- 
nesses in all of U.S. industry, neither 
does it take any from the competition. 
Actually, Reynolds’ Camel (79.9 bil- 
lion units last year) is the nation’s 


= Roi Tan, Chancellor, Antonio y Cleo- 

La Corona, Bock, Cabanas, Flor de 

a Villar y Villar, La Vencedora, Henry 

Clay, Santa Damiana, La Meridiana, Flor de 
Murias, La Rosa Aromatica. 





TOBACCOMAN PAUL HAHN: 
his chair is a hot seat 


best-selling smoke. But American’s 
Lucky Strike (62.7 billion units) and 
king-sized Pall Mall (58.3 billion 
units) are firmly entrenched in second 
and third place respectively, thus 
make American far and away the 
US.’ No. One cigarette dispenser. 
Chesterfield (38.2 units), the fourth 
most popular brand, ranks Liggett & 
Myers after Reynolds. And no one 
comes close to challenging American’s 
control (60%) of the king-sized 
market (27.6% of all cigarettes sold). 

Yet in one respect, American—up 
to now, at least—has failed to match 
the rest of the industry puff by puff. 
That exception is the flourishing filter 
field. Not since American itself intro- 
duced king-sized “Modern Design” 
(85-mm. vs 70-mm. for regulars) into 
U.S. smoking habits, has a cigarette 
fad grown to such proportions. Fed 
by the cancer scare of 1954 and 
nourished by the changing tastes of 
the fickle American smoker, filtered 
smokes have cut a constantly widen- 
ing swath in the tobacco field. From 
10.1% of output in 1954, they hit 
19.7% last year, are up to 25% al- 
ready, and may reach 30% before 
leveling off. 

Filter Fracas. Thus out of the enemy 
camps in recent years have come 
such formidable filter brands as Rey- 
nolds’ Winston, Liggett & Myers’ 
L&M, Philip Morris’ boxed Marlboro, 
Lorillard’s Kent and British-owned 
Brown & Williamson’s Viceroy, all 
huffing and puffing for dominance. 
But American Tobacco remained 


aloof from the filter competition. By 
the close of 1955, Reynolds controlled 
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K slide in check. 





a commanding 30.6% of the filter 
market, with Brown & Williamson 
close behind with 26.7%. American’s 
share: a minor~5.3% contributed by 
its Filter Tip Tareyton, to which 
American admittedly added the filter 
as “a defensive move” when rival 
filters began cutting into Cork Tip 
Tareyton’s sales. 

Many a tobacco analyst has 
pounced upon Hahn’s hesitation, 
warning that in holding itself so long 
aloof from the filter fracas American 
had missed the boat. Actually Hahn, 
who had piloted Pall Mall into 
prominence, had in fact seen the filter 
frenzy coming. But he had no disposi- 
tion to rush pell mell into an un- 
stabilized market where everyone 
was: pushing, shoving and playing 
with prices. Instead, Hahn decided 
that the best strategy was to watch 
and wait. 

He soon saw Liggett & Myers and 
Philip Morris try to protect their sag- 
ging non-filter brands by splitting 
their regulars into regulars and kings, 
watched with dismay as Lorillard 
went its fellows one better by offer- 
ing Old Gold in three versions: 
regular, king and filter king. For the 
time being, only Reynolds, like 
American, remained aloof. Its Camel, 
like Lucky Strike, was held to be un- 
touchable, neither to be stretched 
nor strained. 

In 1954, however, American’s arch- 
rival Reynolds, whose Cavalier runs 
neck & neck with American’s Tareyton 
as a minor league filter-tip smoke, 
. finally made its big thrust. Out came 
its filtered Winston, soon to become 
the nation’s best-selling filter brand. 
Still Hahn held back. He noticed 
that Reynolds was billing Winston as 
“made by the makers of Camels,” and 
that even Marlboro, with its sales- 
boosting box, was touted as “new 
from Philip Morris.” American, Hahn 
ordained, would not jeopardize either 
Lucky Strike or Pall Mall in a hasty 
bid for a front-running filter. 
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SOLD AMERICAN! 


Unit sales (as % of total factory withdrawals) have trended downward for 
% tobaccodom’s Big Three. But American hos done the bes! job of keeping the 
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The strategy behind the “split” 
smokes (i.e., two or more versions of 
one brand) seemed sound enough. 
Why double ad budgets when one 
established brand name could attract 
new friends? But such splitters as 
Myers, Morris and Lorillard soon dis- 
covered that one old name will not do 
when the smoking public is sniffing 
something new. What the tipmakers 
gained in filter sales, they lost in 
regular volume. Last year, while 
Reynolds’ Camel slipped 8% and Lig- 
gett & Myers’ Chesterfield slumped 
16.5%, American’s Luckies staged a 
remarkable reverse-trend showing, 
holding its loss to less than 1%. 

Hahn‘s Hit Parade. Clearly, the com- 
petition’s filters had prospered at the 
expense of the regulars. But Luckies 
had held their own, and Pall Mall had 
even increased its hold on the king 
market. Paul Hahn thus decided that 
the time had come at last to make 
his move. American, as he saw it, had 
not missed the boat at all; it had 
merely been watching the tides, wait- 
ing for the right ship to come in. 

Last month in California and Ne- 
vada, American’s ship put into port 
in the shape of Hit Parade, a major 
new entry in the filter cigarette 


derby. A Burley blend of Bright, 





LUCKY GIRL (DOROTHY COLLINS): 
as American as Saturday night 





Burley, Maryland and Turkish tobac- 
cos, Hit Parade is topped off by a 
white cellulose “snowflake” (filter, 
packed in red & white with a gold 
tear tape. 

American thinks its new filter is the 
first to deliver the rich Burley 
taste, and that Hit Parade’s very 
name is an important departure 
—the first really Yankee-sounding 
brand to come along since Lucky 
Strike itself. Most popular brand 
nomenclature (e.g., Marlboro, Pall 
Mall, Parliament, Viceroy) are Brit- 
ish-inspired, smack more of Saville 
Row than Main Street. Others are 
geographical (e.g., Winston for Wins- 
ton-Salem), corporate (e.g., L&M for 


_. Liggett & Myers), testimonial (e.g., 


Kent for onetime Lorillard Chairman 
Herbert Kent) or semantic (e.g., 
Kool). 

Certainly Hit Parade is the first 
cigarette ever to be named after a 
radio program. Says one Hahn aide: 
“Hit Parade is as American as Satur- 
day night.” For the past 22 years 
(the last six on TV), American has 
not only sponsored but owned out- 
right the program that reports and 
performs the nation’s top tunes in 
popular music, an investment to- 
talling $50 million. It was on Hit 
Parade one night in 1940 that Ameri- 
can Tobacco brought to teenagers’ at- 
tention a gangling young crooner 
named Frank’ Sinatra (his song: 
‘Tll Never Smile Again”). It was 
through the same medium _ that 
American scored some of its most 
telling advertising blows (e.g., the 
rapid-fire delivery of Tobacco Auc- 
tioneers “F. E. Boone of Lexington, 
Ky., and L. A. ‘Speed’ Riggs of Golds- 
boro, N. C.,” doing their “Sold Ameri- 
can!” routine). 

Smoke Rings. Jumping off on the 
West Coast last month, Hit Parade 
Filter Tips began fanning out on 
cigarette counters across the country. 
First reports from wholesalers to 
President Hahn: “Tremeridously grat- 
ifying.” Promised Presidential As- 
sistant Alfred (“Doc”) Bowden, who 
has served under Presidents Hill, 
Riggio and Hahn: “We'll sell all we 
can produce.” To the men who know 
tobacco best, that was taken as no 
mere idle boast. For American and 
Paul Hahn have the reputation for 
knowing how to run smoke rings 
around their competition. 

In President Hahn’s office on the 
sixth floor of Manhattan’s newest sky- 
scraper, the Socony-Mobil Building 
on East 42nd Street, are a sign and 
a statue. The sign reads, “Quality of 
product is essential to continuing 
success,” and it is to American Tobac- 
co what “Think” is to LB.M. A cor- 
porate credo handed down by George 
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Washington Hill, it is preached and 
practiced, some say, to a point of 
fetishism. The statue is a desk-size 
replica of American’s famed old prize 
bull, whose likeness adorned the 
“Bull” Durham smoking tobacco of 
the ’80s. It also appeared in profusion 
on 24-sheet posters, making “Bull” 
Durham, in sheer ubiquitousness at 
least, the Burma Shave of its day. 

The bull also serves as a symbol 
that as tobacco stocks go, American 
is the “Bull” Durham of Wall Street. 
Since 1952 American’s sales have 
steadily bulled their way past the 
billion-dollar mark. In the last dec- 
ade, they have nearly doubled. 
Meanwhile American’s net worth has 
risen 146%, book value 114%. 

Quality Vs. Quantity. Yet many a 
Wall Streeter has often wished that 
Paul Hahn’s American would pay if 
not less heed to “Quality of product 

” at least more to quantity of 
profits. For all its age, size and 
growth, American is not the biggest 
moneymaker among the cigarette- 
makers. In pretax profit margins 
(10.4% last year), it has traditionally 
trailed its arch rival Reynolds (14%). 

One factor tending to hold down 
American’s margins is that its manu- 
facturing operations are spread out in 
four unionized plants in Reidsville 
and Durham, N. C., Louisville and 
Richmond. Reynolds, on the other 
hand, cozily concentrates its manu- 
facturing in Winston-Salem where it 
has one non-union plant. 

But even more expensive is Ameri- 
can’s quality fetish. It is more than 
a mere advertising slogan. At tobacco 
auctions in the south, American buy- 
ers persistently—perhaps too persist- 
ently—do seek out the better, more 
costly grades of leaf. Attests Carl 
Hicks, president of the Flue-Cured 
Tobacco Cooperative Stabilization 
Corp.: “The one outstanding example 
of quality tobacco buying is LS/ 
MFT.” Tobacco alone accounts for 
75% of American’s costs. Once, the 


“BUCK” DUKE: 
he engineered an empire 
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story goes, a young researcher at the 
Richmond plant reported to Vice 
President John Crowe that he had 
discovered a manufacturing shortcut 
that could save the company $100,000. 
Crowe’$ reply: “Young man, you 
stick to quality and let us worry about 
the money.” 

Circus to Clinic. But these days Paul 
Hahn also has even more serious 
matters to worry about than the 
mundane problem of making money. 
His industry once described as “a 
three-ring circus” in the days of 
George Washington Hill, is behaving 
more and more like a clinic, with 
claims and counter-claims about 
cigarettes and disease. Just when the 
big cancer furor of 1954 seemed to be 
fading away, Manhattan’s World- 
Telegram & Sun last month spread a 
startling banner across its front page: 
“Survey links Cigarettes and Cancer.” 

But Hahn, whom Philip Morris’ 
Oliver Parker McComas openly cred- 
its with being the guiding hand be- 
hind the Tobacco Industry Research 
Committee (to which all of the major 
cigarettemakers except Liggett & 
Myers contribute), quietly discounts 
the cancer bugaboo. He points out 
that the American Heart Assn. has 
said that no scientific conclusions can 
be reached on the basis of the cur- 
rent evidence. Says Hahn: “That to 
me is much more important and 
significant.” 

In discussing the cancer scare, Hahn 
likes to whip out an editorial from 
Medical Proceedings, a South African 
medical journal, which recently re- 
ported a test by two British scientists: 
“Their controls actually contained 
more subjects without lung cancer 
(83.3%) than with lung cancer (75%) 
in the smoking range up to 24 cigar- 
ettes per day. The clear inference 
from this fact is that moderate smok- 


ing is actually commoner in persons 
without lung cancer. On this data 
we could be entitled to argue that 
smoking could be indulged in up to 
24 cigarettes a day ... We would 
even be justified in coining the slogan: 
A packet a day keeps lung cancer 
away!” To Hahn’s amusement, the 
same editorial reports a further ex- 
periment in the Philippines, in which 
the juice expressed from human lung 
cancers was smeared on the leaves of 
tobacco plants.. Reported the journal: 
“These leaves wilted and became the 
victims of spreading necrotic lesions!” 

Undeniably, the health factor has 
revolutionized the cigarette business. 
But Hahn is certain that its detri- 
mental effect on sales is past. In fact, 
in the same issue in which the World- 
Telegram blared its banner, was 
tucked away on the second page a 
prediction from the Department of 
Agriculture that cigarette consump- 
tion in 1956 would hit an all-time 
high of 395 billion units, 13 billion 
more than last year. Such consciten- 
tious puffing on the part of U. S. 
smokers would crack the previous 
peak of 394 billion units in 1952 and 
easily swamp the modern low of 368 
billion set in cancer-scared 1954. 

Actually, the health of the ciga- 
rettemakers is far more buoyant than 
the cancer bugaboo would indicate. 
Through 1956’s first half, output 
reached a peak of 212.4 billion smokes, 
and dollar sales of the Big Five were 
up 3.3%, though American’s were 
down 1.6%. The industry’s net profits 
ran a hearty 10.5% ahead of the 
previous year (American’s gain, 6%). 

The Quiet Man. Paul Hahn himself 
is no man for predictions. “He would 
actually politely decline,” says one 
aide, “to predict the year’s earnings 
on December 30.” But the analysts 
who know tobacco best insist that this 
year American’s earnings should hit 
$7.75 a share vs. $7.45 in 1955. If they 
do, it will be due to Paul Hahn’s 
deeds, not his declarations. 


GEORGE WASHINGTON HILL: 
he lived a legend 
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r— WHAT'S IN A BRAND? 


Lucxy Srrme, American To- 
bacco’s top-selling brand and 
the nation’s second most- 
smoked cigarette (after Reyn- 
olds’ Camel), almost never got 
to see the light of 
a match. Though 
the name, taken 
from an old (1871) 
smoking tobacco, 
had belonged to ' 
American for 
years, it was 1917 
before anyone 
thought to bring it 
out as a cigarette. 
George Washington Hill him- 
self, then chief of sales, was 
against it. There were, he 
argued, already too many 
brands on the market. But 
Salesman Vincent Riggio con- 
vinced Hill’s father, President 
Percy Hill, that American 
needed a Burley blend to com- 
bat Camel. 

Handed the assignment, young 
George Hill visited the Ameri- 
can plant in Brooklyn managed 
by Charles Penn. Blocks away 
Hill began sniffing the rich Bur- 
ley aroma coming from the 
plant. “You know,” he reported 
to his father, “there’s something 
in that process of Charlie Penn, 
and I can’t express it. He cooks 
it, cooks the tobacco.” “That 
doesn’t mean anything—cooks 
the tobacco,” chided the elder 
Hill. Whereupon they asked 
Gerson Brown, an American 
cigar man: “What do you have 
that is appetizing to which heat 
is applied?” “My morning 
toast,” Brown said innocently. 
“That’s it!” cried President Hill, 
“It’s toasted!” 

One day in 1942, Purchasing 
Chief Richard J. Boylan in- 
formed (then) President George 
Hill that Luckies’ famed green 
pack would have to go. The top 
ingredient was chromium, and 
it was scarce, top-priority stuff. 
“Just like the soldiers,” Boylan 
explained, “green ink has gone 
to war.” As American Tobac- 
conists tell the story, George 
Washington Hill’s palm “hit his 
glass-topped desk like a thun- 
derclap.” Upshot: “Lucky Strike 
green has gone to war,” re- 
peated endlessly on radio and 
in print, turned a near market- 
ing calamity into an advertising 
boon. Within six weeks, Lucky 
sales had mushroomed 38%. 















In an industry famed for its brash- 
ness and bluster, Paul Hahn is the 
quiet man. His is one of the few 
major U.S. corporations, and the only 
cigarettemaker, without a publicity 
department. At 61, Hahn lives with 
his wife in an East Side Manhattan 
penthouse, dotes on his antique silver 
collection, drives a solid grey Cadil- 
lac. : 
Paul Hahn is totally unlike any 


- of his four predecessors in American 


Tobacco’s presidential suite. Ameri- 
can’s founder, crusty, hard-fisted 
James Buchanan (“Buck”) Duke, 
who built up and dismantled (at the 
Government’s insistence) the mighty 
turn-of-the-century American To- 
bacco colossus, was the empire’s 
architect; Percy Hill the financial 
wizard; George Washington Hill the 
advertising genius; Vincent Riggio 
the salesman. Paul Hahn is the ad- 
ministrator. 

Joining American in 1931, he soon 
made a name for himself as “a policy 
man,” handling the company’s public 
relations and filling in for Hill at the 
annual stockholders meetings. In 
1940, Hill placed his young protege 
in charge of the American Cigarette 
and Cigar subsidiary and handed 
Hahn a testy assignment; he was to 
make a best-seller out of Pall Mall, 
a 45-year-old American brand that 
at one time had come in no less than 
13 different shapes and sizes. 

Hahn took command of the “Long 
Reds” (which had been made king- 
size the year before) and in a series 
of persistent radio spots, pointed up 
their “Modern Design.” The com- 
mercials, heard at their peak 4,490 
times a week, blared: “On land, in the 
air, and on the sea!” Providing an 
appropriate climax to the message 
was the wail of a destroyer whistle 
which blatantly honked: “Beep, Beep, 
BEEP!” 

Silly High-Jinks? In one year, Hahn 
had doubled Pall Mall’s sales, made 
“Modern Design” kings so popular 
that even today they are still imitated 
in the never-ending battle of no- 
brand’s land. Some years later In- 
dustrial Designer Raymond Loewy, 
who had modernized the Lucky Strike 
pack, considered Hahn’s Pall Mall 
package, confessed he could think of 
nothing to improve it. The Pall Mall 
success was an_  advertising-sales 
phenomenon right after George 
Washington Hill’s promotion-loving 
heart. 

Over the Hill. Often said to have 
inadvertently inspired The Hucksters, 
George Washington Hill was one of 
the few men ever to become a legend 
while still alive. Single-handedly, he 
trumpeted Luckies into top-selling 
prominence (sée box). In 1946, on 


Hill’s tub-thumping, Lucky sales in- 
creased by 32 billion units—the great- 
est one-year increase in the history 
of tobacco. That year 95% of Ameri- 
can’s $764 million volume came from 
cigarettes, and 95% of the cigarettes 
were Luckies. “Lucky Strike Means 
Fine Tobacco” was Hill’s inspiration, 
and the initials LS/MFT still appear 
on every pack of Luckies just as 
George Hill scribbled them on a scrap 
of paper. 

When Hill died in 1946, Salesman 
Vincent Riggio took over. Under his 
hand American’s twin kings, Pall Mall 
and Cork Tip Tareyton, kept growing. 
But Luckies began to slip. The era of 
the one big brand was ending, and 
ailing Riggio could not stem the tide. 
It was then in 1950 that Paul Hahn 
moved Judge Gary’s chair into the 
president’s office at American. 

In six years, President Hahn has 
worked manfully at mending Ameri- 
can’s fences. He has expanded his 
sales force, stemmed the slide in 
Luckies and kept the Long Reds well 
in the black. Behind the scenes he 
has soothed old sores. Under high- 
handed G. W. Hill, stockholders had 
frequently challenged the size of “in- 
centive payments” which were lav- 
ished on American executives. Today 
Hahn actually receives less pay 
($255,000) as president than he did as 
vice president ($268,500), though his 
holdings of American Tobacco stock 
now total 4,784 shares. 

A graduate of the George Washing- 
ton Hill school of advertising, Hahn 
is a firm believer in the rule “It pays 
to advertise, but advertise where it 
pays.” Even when Pall Mall was the 
nation’s No. Four smoke, Hahn’s ad 
budget was less than half Lucky 
Strike’s. Today, in reversing Luckies’ 
downward dive, Hahn has brought 





FILTER KING 


Over the past 10 years (1945=100) 
American has been able to filter out 
a greater net income than its four 
leading competitors. 
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back the old Lucky slogan, “Be Happy, 
Go Lucky,” stressing a “soft sell” 
theme: “Luckies taste better—clean- 
er, fresher, smoother.” With Pall Mall, 
he has long since forsaken the beep- 
beep-BEEP approach for the more re- 
served “Outstanding—and they are 
mild.” In cigarette advertising imita- 
tion is the sincerest form of flattery, 
and American Tobaccomen profess .to 
be amused that the current ads for 
such rival brands as Winston and 
Chesterfield are “dead ringers” for 
the happy couple layouts pioneered by 
Luckies two years ago 

Miracle on Madison Avenue. Because 
cigarette executives notoriously have 
their ears attuned to Madison Ave- 
nue’s frequency, Paul Hahn refuses to 
reveal just how much American 
spends on advertising. But this much 
Hahn allows: American deliberately 
smokes its advertising dollar right 
down to the filter. Last year, as it has 
traditionally every year, American 
spent less per pack of cigarettes 
(0.33c) than the average expenditure 
of its four top rivals (0.48c). 

On TV, which now accounts for the 
lion’s share of American’s advertising 
budget, American this season will 
sponsor such prestige shows as Jack 
Benny, The Big Story, the Brooklyn 
Dodgers and, of course, Hit Parade, 
which features pert Dorothy Collins as 
“the sweetheart of Lucky Strike.” The 
long-time Lucky agency, now charged 
with making a sales success of Hit 
Parade Filter Tip: Madison Avenue’s 
Batten, Barton, Durstine & Osborn 
and its boss, topflight Adman Ben 
Duffy (see cover). 

King’s Ransom. Paul Hahn’s influ- 
ence on the cigarette industry is far 
greater than his quiet demeanor might 
suggest. More than any other ciga- 
rettemaker, American’s Hahn has 
been instrumental in stabilizing the, 
once volatile cigarette price structure. 
Until April, 1955, Hahn stubbornly 
kept the price of his kings at $8.03- 
per-thousand, a mere 9c more than the 
price of Luckies, despite the fact that 
kings use 17% more tobacco: Thus, as 
the kings grew, American’s profit 
margins were necessarily squeezed. 
Hahn, however, was waiting until 
their hold on the market was firm. 
That spring, when he judged the 
time ripe for an increase, he ordered 
an extra 35c-a-thousand tacked to 
the net price of Pall Mall and Tarey- 
ton. 

For American, which realizes half 
its cigarette volume from its kings, 
the price boost promised an increase 
of some $23 million in pretax profits 
a year. Thus, thanks to Hahn’s strate- 
gic price boost, they are still going up. 
In 1956’s first half, they hit $51.6 
million vs. $49.2 million in 1955’s. 
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FOR AN ANCIENT HABIT, CONSTANT NEW WRINKLES: 


Just one month after “rationaliz- 
ing” prices (at $7.94-per-thousand 
for regulars, $8.38 for kings, $8.82 for 
filters), Paul Hahn’s weight was once 
again brought to bear on the industry. 
When Liggett & Myers suddenly 
jacked up the price of its regulars to 
the old king-size price, and its kings 
to the old filter price level, Hahn 
reacted with characteristic calm. To 
American wholesalers went-a tersely- 
worded wire: “We are not increasing 
prices on our cigarettes.” Four days 
later, with Reynolds keeping mum, 
Liggett & Myers cut back to its 
original price list. 

HTL/MFT? Currently, the voice of 
Hahn is again being heard in tobacco- 
land. This time it is on an even more 
far-reaching issue—homogenized to- 
bacco leaf. Known in the trade as 
HTL, it stands for a new process in 
which damaged leaves and tobacco 
leftovers are processed into a syn- 
thetic leaf that is said to be milder— 
and most important—cheaper than 
natural tobacco. Developed by fourth- 
ranking General Cigar Co., it is being 
used by General in such low-priced 
stogies as Robert Burns cigarillos and 
William Penn cigars. R. J. Reynolds’ 
Ed Darr has admitted using a similar 
reconstituting process “for a number 
of years.” 

The advantages of HTL are tempt- 
ing. Cigarmakers who use it find they 
need far less tobacco. Naturally 
farmers, especially those who culti- 
vate high-grade Bright tobacco, are 
alarmed. Predictably, Southern con- 
gressmen are also up in arms, with 
bills aimed at banning HTL altogether. 
Yet one cigarmaker predicts that “In- 
side of two years, there won’t be a 
cigarmaker in the U.S. who doesn’t 
use it.” Current quip in the trade: 
“HTL/MFT!” 

Watching all this with considerable 


will health fears cause a revolution? 


skepticism is Paul Hahn, whose 
devotion to the quality concept is un- 
compromising. Vows he: costly as it 
is, American will continue to use only 
high grade leaf in its products. To 
Hahn the best possible response to 
his determined stand came last May 
from Fred Royster, president of the 
Bright Belt and Middle Belt Ware- 
housemen’s Association. Said Royster: 
“T have no desire to make any blanket 
indictment, but if it hadn’t been for 
the purchases of one firm last year, 
the situation [on the flue-cured to- 
bacco markets] would have been 
chaotic. Others have drastically 
changed their buying habits. Their 
kind of advertising brought on the 
cancer scare, and before they got out 
of that they started something else 
which will hurt—and I believe the 
consuming public will find it out!” 

Hahn’s policy has not changed: 
“Unlike many a volume business, ours 
does not stand or fall on this year’s 
new design or next year’s fashion, for 
smoking tastes change slowly. We 
gather the best tobacco leaves we can 
find, age and blend and flavor and 
shred them. We package and pass 
them on to the smoker in the form 
he prefers. . . . But the heart of our 
business is tobacco. It originated in 
American soil; it is sanctioned by 
ancient custom; it is part of our habit 
of life.” 

Smoker Hahn himself, who has 
gone from Pall Mall to Luckies to 
Tareyton, now favors Hit Parade, 
passes preview packs out to his 
friends. Last month a Forses reporter 
asked President Hahn if American 
would still have gone ahead with Hit 
Parade even if Hahn did not like it. 
“Of course,” said Paul Hahn, inhaling 
a Hit Parade. “It’s a fine cigarette. 
Anyway I don’t consider myself an 
expert.” 

















THE ECONOMY 





TOO FAST? 


Banker David Rockefeller 
thinks U.S. industry might 
do well to let up a bit on the 


expansion pedal. 


Tue tight money policy of the Fed- 
eral Reserve Board has caused more 
than a little grumbling among cor- 
porate executives unable to get all 


. the expansion money they wanted. 


Others, particularly in the auto and 
home-building industries, have com- 
plained that Reserve credit curbs were 
driving their customers away. 
Defender. Last month, however, 
the “Fed” had a prominent business- 
man defender: Banker David Rocke- 


feller, 41, executive vice president of | 


the giant Chase Manhattan Bank and 
grandson of the legendary oil billion- 
aire. Rockefeller reminded business- 
men that they had a mighty stake in 
the sound money policy which the 
“Fed” is striving to maintain. 

“With today’s conditions,” Rocke- 
feller told the American Life Con- 
vention in Chicago, “easy credit 
might well lead to heavy speculation 
and over-expansion—distortions that 
could only be squeezed out through 
the wringer of a depression.” 

In fact, said Rockefeller, business 
expansion is one of the potential 
villains in a boom-and-bust situation. 
“We stand,” declared he, “on the 
verge of trying to grow too fast... . 
Painful though [credit restraint] may 
be, the only alternative is even more 
painful.” Expanding too fast now, he 
reminded his listeners, would simply 
bring on a condition “where we shall 
later have to stop short and wait for 
demand to catch up.” 

To make matters even more poten- 
tially dangerous, said Rockefeller, the 
consumer is deeply in debt. Thus, 
between the would-be spenders and 
the would-be expanders, the U.S. 
might end up trying to buy more 
than it could produce if borrowing 
was made easy. Result: inflation. 

Restraint. By restraining the con- 
sumer from spending too exuberantly 
and putting a damper on business 
expansion, Rockefeller declared, a 
tight money policy can avert inflation 
and eventual collapse. Concluded 
he: “If we can avoid . . . the excesses 
born of a too-generous use of credit, 
we multiply many times the chances 
we can grow at a solid rate without 
either inflation or deflation.” 

e 3 * 
Wuatever the arguments for or 
against tight money, one thing was 
abundantly clear: interest rates, al- 
ready high, were still rising last 






































THE CHASE’S DAVID ROCKEFELLER: 
a dose of restraint 


month. Short-term interest rates 
(i.e., on demand loans or loans due 
in less than one year) were rising so 
fast that many borrowers actually 
found themselves paying more for 
short-term loans than for long-term 
ones. 

The New York Federal Reserve 
Bank reported that Manhattan banks 
were charging an average of 4.14% 
for short-term loans against an aver- 
age of 3.84% on longer term loa” 
The reason: long-term borrowings 
still reflect the lower interest rates in 
force when many of them were first 
made. 

Not since 1928-1929, and before that 
in 1920-1921, had long-term money 
cost less than short term. A meas- 
ure of the degree of tightness: the 
U.S. Treasury, the nation’s top credit 
risk, paid last month an interest rate 
of 3.024% for an issue of 91-day bills. 
That was more than top corporations 
were paying for long-term bond 
issues in the “cheap money” days of 
the earlier postwar years. 





BURROUGHS’ COLEMAN: 
a time for expansion 
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OFFICE EQUIPMENT 





PAY AS YOU GO 


Booms bring business prob- 

lems, too. Item: Burroughs 

Corp.’s almost insatiable hun- 
ger for expansion money. 

















In New York’s upper midtown last 
month, some 7,000 office managers and 
other potential buyers milled through 
the exhibits at the fifty-third National 
Business Show at the Coliseum. From 
the enthusiastic reactions of visitors, 
there was little doubt that U.S. busi- 
ness was in a mood to buy. 

Meanwhile, Downtown. At the same 
time, a related drama was taking 
place far downtown. Just a few steps 
south of Wall Street, Kenneth C. Tiff- 
any, financial vice president of the 
Burroughs Corp.,* was explaining to 
New York security analysts the high 
costs of keeping up with the booming 
demand. As the U.S.’ fourth largest 
producer of business machines (after 
IBM, National Cash, Sperry Rand), 
Tiffany announced that the company 
would need no less than $73 million 
for its expansion plans over the next 
two years. 

Like many a smaller businessman, 
Tiffany of Burroughs had a problem. 
“We are thinking,” said he, “in terms 
of a debt issue, but we certainly don’t 
like the look of the bond market right 
now.” 

But, said Tiffany, Burroughs must 
to a large extent raise itself by its 
bootstraps. To help raise some of 
the cash, Burroughs has been delib- 
erately keeping the dividends low 
in recent years. Its plan: to buy the 
plants it needs now and pay stock- 
holders with the added profits some- 
time in the future. Thus it has heid 
dividends to less than half of profits, 
as opposed to a payout of almost all 
of net profits during the 1930-46 pe- 
riod. By continuing to pay-as-it-ex- 
pands, Burroughs hopes to avoid go- 
ing heavily into debt. Tiffany thinks 
the company can swing the $73 mil- 
lion program on not more than $25 
or $30 million in borrowed money. 

Litmus Test. In business the test of 
a plowback policy’s success is simple 
and direct: has it actually built the 
value of the stockholders’ property? 
For Burroughs, Tiffany can to a large 
extent answer yes. Between 1947 and 
1955, Burroughs’ sales rose more than 
200%, and stockholders’ equity has 
more than doubled. Profits have 
been somewhat squeezed by narrower 


one NYSE. Price range (1956): high, 
toss low, 2844. Dividend (1955) : $1. Indicated 
pa out: $1. Earnings per share (1955): 
9. Total a - a ): $181.8 million. 
bee symbol: BGH 
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profit margins, but they, too, have in- 
creased almost 60% 

The expansion is by no means over. 
In Scotland for instance, Burroughs 
Adding Machine, Ltd., will soon begin 
to operate in a big, new plant in a 
specially-built new town. 

In Toronto, Burroughs’ President 
John S. Coleman is building Canada’s 
largest carbon and ribbon plant, 
which will boost the facilities of his 
Acme Carbon and Ribbon subsidiary 
by 50%. At home in the US., he is 
buying one plant in Michigan, and is 
building still another in the same state 
to house the production lines of Bur- 
roughs’ “Sensimatic” accounting ma- 
chines. In California, new facilities 
will centralize the production of Bur- 
roughs’ gigantic “Datatron” comput- 
ers. 

The Road Ahead. By such moves, 


Coleman hopes he will be able to 


spread his overhead over a higher 
volume of sales. According to Tiff- 
any, Burroughs hopes to boost pre- 
tax profit margins from the 14% of 
last year to 16%. In this manner, 
Coleman presumably would then be 
able to boost the dividend payout to 
his stockholders. 

Among the analysts who heard 
Tiffany speak, the feeling was that 
Coleman was well on the way to this 
goal. For Tiffany estimated Bur- 
roughs’ 1956 sales would hit $260 mil- 
lion, up sharply from the $217.8 mil- 
lion of last year. Earnings he set in 
the “neighborhood of $2.40 a share,” 
as opposed to $2.19 last year. Finan- 
cial man Tiffany, moreover, saw even 
brighter gains for next year. In 1957, 
he said, Burroughs should boost its 
sales another 12-13% and its earnings 
by no less than 15-20% “depending 
on costs.” 
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ENDOW MENTS 


BULL DOG’S BITE 


Profits squeezed for some 
firms? Not for non-profit 
Old Eli. 





Waite more than one corporation 
struggled to balance costs against 
profits, non-profit Yale University 
came out with some pace-setting fi- 
nancial returns of its own last month. 
The Ivy League school, for all its 
struggle against rising costs, finished 
its fiscal year with a surplus of $17,- 
040, the first it has recorded in the 
past five years. 

Like many a businessman, more- 
over, Yale Treasurer Charles S. Gage 
compiled his surplus in the face of 
operating expenses of $24.8 million, 
the highest in the history of the 
school. In part the surplus resulted 
from a boost in investment yields: 
Treasurer Gage had boosted the re- 
turn on his investments to $8.7 mil- 
lion, a good gain of $1 million over the 
previous year. 

But Yalemen-brokers also found 
that Old Eli had another financial re- 
source rarely available to corpora- 
tions: a record Yale Alumni Fund 
gift of $1.6 million during the year. 


MOVIES 


SETBACK 


The movie slump finally has 
caught ‘up with energetic 
Columbia Pictures.. 


A year ago Harry Cohn’s $65-million 
(assets) Columbia Pictures Corp.,* 
was riding high. Notwithstanding the 
hard knocks the rest of the movie in- 
dustry was getting from living room 
TV, Columbia’s sales ($88 million) 
and profits ($4.40 per share) had 
broken all records for the year end- 
ing June 25, 1955. Crowed President 
Cohn: “Personal income and leisure 
time are more abundant than ever... 
[we] hope that much of both will be 
directed to the box offices.” 

Cold Water. Cohn’s hopes were 
quickly dashed. The citizens of the 
U.S. were spending their increased 
leisure gardening, bowling and doing 
just about everything except lining 
up at the movie ticket windows. 
Chiefly it was the lure of 40-million 


*Traded NYSE. Price range (1956)- high 
2634; low, 184%. Dividend (1956): $1.20 plus 
5% in stock. Indicated 1957 payout: ion lus 
5% in stock. Earnings per share (1956 28. 
Total assets: (1956) : 1 million. Ticker sym- 

te) 


TV sets that was hurting. In the first 
nine months of 1956 an average of 47.1 
million Americans trooped weekly to 
the movies—a far, sad cry from the 
all-time high of 82.4 million a week in 
1946. 

To make matters worse, Columbia 
seemed unable to come up with any- 
thing to match the drawing power of 
such earlier Academy Award winners 
as From Here to Eternity or On The 
Waterfront. 

Still Smiling. Thus, last month, a 
somewhat less ebullient Harry Cohn 
broke the bad news to stockholders. 
For the year ending June 30, 1956, 
profits had sagged to $2.7 million 
($2.28 a share)—barely half the $4.9 
million of the year before. 

As a good Hollywoodite, movie vet- 
eran Cohn would not admit that these 
cold figures had wilted his optimism. 
“Tempered by complexities and prob- 
lems,” declared he, “I view the future 
with great confidence.” To convince 
stockholders, Cohn proceeded to cite 
a long list of Columbia box office 
hopefuls for the coming year. Among 
them: The Solid Gold Cadillac, and 
a musical version of It Happened One 
Night called You Can’t Run Away 
From It. 

Cohn, however, obviously is taking 
no chances. He is continuing to ex- 
pand his Screen Gems TV subsidiary. 
Screen Gems, which both makes orig- 
inal TV films and distributes older 
Columbia pictures to TV, rang up a 
sales gross for the fiscal year of about 
$11 million. Next year Cohn expects 
it to go higher. Like the rest of Holly- 
wood, ¢Cohn clearly is no longer will- 
ing to place all his bets at the box 
office window. 


tAll major Hollywood studios have now 
made at least a part of their old film libraries 
available to TV 


MOVIEMAKER HARRY COHN: 
where were the customers? 
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TRANOQUILIZER 


Steady profits and sales in 
the machine tool business? 
Yes, says Ex-Cell-O’s Glenn 
Bixby—if you properly bal- 
ance your product lines. 


A Wall Street wag once referred to 
the machine tool industry as “that 
manic-depressive business.” He was 
referring not to the industry’s charac- 
ter but to the violent ups and downs 
of its profit curve. First to feel the 
slumps in the economy and last to re- 
act to booms, the builders of these 
machines that make machines have 
long since generally resigned them- 
selves to making hay while the sun 
shines and trying to keep a roof over 
their heads when it rains. 

But every rule has its exception 
and in machine tools it long has been 
the $69 million (assets) Ex-Cell-O 
Corp.* (see chart). President H. 
Glenn Bixby, 53, has regularly pro- 
ceeded to make hay for Ex-Cell-O’s 
6,150 stockholders, rain or shine. In 
the past decade, Bixby has steadily 
boosted Ex-Cell-O’s profits a full 
688% (to $9.5 million last year), a 
performance all the more impressive 
in view of the fact that 1954 and 1955 
sales, at $92 million, had slipped 5% 
below the 1953 peak. 

Pitfalls & Profits. Bixby’s success, 
however, is not due to any private 
wizardry in machine tools. Ex-Cell-O’s 
1955 machine tool sales of $22 million 
made it one of the nation’s largest 
machine tool makers. But Glenn 
Bixby and his fellow executives real- 
ized long ago what the rest of the 
machine tool industry is only now 
discovering: that an excellent way to 
avoid the pitfalls of a cyclical busi- 
ness is to counterbalance it with an- 


‘other having a different cycle. Last 


year was a poor one for the machine 
tool industry. But Glenn Bixby was 
not crying. That year the bulk 
(76.3%) of Ex-Cell-O’s sales were 
derived, not from machine tools, but 
from aircraft precision parts (39.9%), 
expendable cutting tools (9.1%), 
and Pure-Pak milk container ma- 
chines (27.3%). 

Since the war, Ex-Cell-O’s most 
consistently prosperous counterbal- 
ance has been its Pure-Pak dairy 
equipment business. Ex-Cell-O builds 
Pure-Pak milk container machines, 
sells or leases them to dairies, now 
controls about 60% of the paper milk 

*Traded NYSE. Price range (1956): high, 
pg tha ga a 
(1955) : $5.41, Total assets: $69 million. Ticker 
symbol: XL. 
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EX-CELL-O’S GLENN BIXBY: 
bumpless slumps 


container machine market. Boasts 
Glenn Bixby: “Twenty years ago, 
you hardly ever saw any milk pack- 
aged in paper; today, 50% of it is, and 
eventually we expect to paper the en- 
tire milk market.” 

Prophetless. “If you’d asked me ten 
years ago,” he adds, “I’d never have 
guessed we would be as big as we are 
today.” In that period, Ex-Cell-O’s 
Pure-Pak operations have expanded 
from 1945’s $1.5 million sales to last 
year’s $25 million. Even more grati- 
fying, however, Pure-Pak machines 
provide Ex-Cell-O with remarkably 
steady rental profits, enough to take 
some of the bump out of slumps in 
its other lines. 

When, for example, the bottom fell 
out of machine tools between 1953 and 
1955, Cincinnati Milling’s sales 
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plunged 30%, Bullard’s more than 
50%. Ex-Cell-O’s, however, dipped a 
mere 5%, while its profits rose 59%. 
“And except for a strike in the fourth 
quarter,” Bixby says, “we’d have done 
better last year than we did even in 
1953.” 

But Pure-Pak is not the only rea- 
son for Ex-Cell-O’s steady growth. 
The real reason, says Bixby, is the 
way the different product lines mesh 
together. “Our stability,” says Bixby, 
“doesn’t hinge on Pure-Pak alone, but 
on the combination of all our prod- 
ucts. They counterbalance one an- 
other.” 

This year, with machine tool and 
aircraft shipments booming, Bixby 
closed his third quarter last August 
31 with $106-million sales—more than 
for all of 1953, the company’s previous 
record year. Nine-month profits of $8 
million topped 1953’s $6 million, and 
almost matched 1955’s full-year $9.5 
million. With a record 1956 as good 
as in the bag, Bixby last month was 
looking forward to 1957. “We've al- 
ready got a backlog of $107 million,” 
says he with restraint. “It should be 
another very good year.” 


METAL FABRICATORS 





FAT, YET LEAN 


Plump sales figures, but slim 
profit margins have been 
A.O. Smith’s big problem. 
Now it’s bending hard to fat- 
ten up the profits too. 


To literary-minded Wall Streeters, 
the story of Milwaukee’s A.O. Smith 
Corp.* sounds like a page out of 
Charles Dickens’ A Tale of Two 
Cities. For the big metal fabricator 
as for Sidney Carton, these are “the 
best of times, yet the worst of times.” 
That moral shows up clearly in A.O. 
Smith’s own books: its sales, already 
fat, keep growing fatter (since 1946 
volume has nearly tripled to $238.2 
million this year). But at the same 
time its already lean operating profit 
margins have had a habit of growing 
steadily leaner. From 1948, when its 
margin was 8.1%, operating profits fell 
to a low of 4.7% in 1954. 

Last week A.O. Smith’s brass were 
all smiles. Reason: pretax profits are 
again on the rise—and rising faster 
than sales. That was clear as A.O. 
Smith released its annual report for 
the year ended July 31. Tall, tanned 
Lloyd Bruce (“Ted”) Smith, 36, A.O. 







*Traded NYSE. Price range (1956): high, 


67; low, 504%. Dividend (1956); $2.80. Indi- 


cated 1957 payout: $2.80. Earnings per share 


(1956): $7.10. Total assets: $121.6 million. 
Ticker symbol: SMC. 
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FOUNDER ARTHUR SMITH WITH HENRY FORD: 
a 10,000-frame order from Henry put the show on the road 


Smith’s president, announced that the 
year’s sales were up slightly to $238.2 
million. But whereas sales have risen 
only 0.5%, net before taxes was up 
8.6% to $13.9 million. Best of all, 
A. O. Smith’s pretax profit margin was 
beginning to creep up. It rose from 
5.4% in fiscal 1955 to 5.8% last year— 
still a far cry from 1948. 

Bigger, Not better. Ever since A. O. 
Smith first went into business in 1874 
(main product then: baby carriages), 
it has had little problem piling up 
volume. But today its business comes 
from other sources, and sometimes 
adequate earnings are a problem. One- 
third of sales now come from buyers 
of auto and truck frames; another 
third comes from sales of large-di- 
ameter welded steel pipe to the oil 
and natural gas industries; the rest 
is contributed by such various items 
as air-conditioners, water heaters, 
electric motors and pumps. Nearly all 
go to customers in cyclical heavy in- 


dustries, and A. O. Smith’s fortunes 


fluctuate with them. 

The auto frames business is a good 
example. Right now Smith supplies 
40% of the automobiles’ and truck- 
sters’ needs, including General Motors 
and Chrysler. The company also has a 
foot in the door at Ford, for whom 
it supplies frames for the Thunder- 
birds. But frames are a bread-and- 
butter business, and usually there is 
more bread than butter. Making 
frames requires a big investment in 
heavy equipment, and to make money 
on them A. O. Smith must show a high 
output. A short strike at the plant 
where A. O. Smith turns out frames 
for Chevrolets did not help either. 

No Pipe Dream. A. O. Smith’s big 
pipe business has its drawbacks too. 
Right now the biggest such is the 
shortage of plate steel. Because of it, 
Smith’s large diameter pipe produc- 


FORBES, NOVEMBER 1, 1956 


tion is currently running well below 
operating capacity. There is no short- 
age of customers, though, for A. O. 
Smith’s big pipe. In fact, as part of a 
four-year $50-million expansion pro- 
gram, Smith boosted capacity at its 
Milwaukee fabricating plant to make 
30-inch line pipe. There is a growing 
trend to the larger sizes. 

For the long haul, Smith and his ex- 
ecutive vice-president, Francis Shep- 
ard Cornell, 57, have set plans in mo- 
tion which they hope will help A. O. 
Smith become master of its own fate— 
i.e., less exclusively dependent on 
cyclical markets. 

By 1970, Ted Smith hopes to have 
doubled in importance the sales con- 
tribution of his Permaglas Division in 
Kankakee, IIl. Its forte is a Smith-en- 


1951 1952 1953 1954 1955 


SMITH’S TED SMITH: 


gineered technique of fusing glass-to- 
steel. Leading this division’s product 
parade is an electrically-cooled air 
conditioner and gas-fired heater com- 
bination for home use. Prototypes 
of an all-gas unit will be ready next 
year. Smith hopes it will help him 
cash in on the gas heating market, 
which the American Gas Association 
said last month has now surpassed oil- 
heat in home use. Another glass-steel 
product: gas and electric water heat- 
ers, where Smith’s healthy 17% of the 
market give it a handy lead over 
Rheem Manufacturing for first place. 
Others: beer tanks for breweries; 
“Harvestore” silos for farmers and 
food processors; corrosion-resistant 
smokestacks for industry. 

Today and Tomorrow. At A. O. Smith, 
Francis Cornell bosses daily opera- 
tions as general manager while Ted 
Smith concentrates mainly on policy 
and planning for the future. 

The pinch in profit margins has 
been their number one _ problem. 
This year, at last, the squeeze is 
easing, this despite the fact that auto 
frame volume for the 1956 models 
has fallen to 1.6 million frames vs. 
close to 2 million in 1955. But Ted 
Smith thinks prospects look bright for 
1957—an optimism that reflects De- 
troit’s own. A. O. Smith’s best cus- 
tomer is General Motors, a good 
indication that A. O. Smith will share 
fully in the boom, but Ted Smith is 
also watching Chrysler’s race with 
Ford with hopeful eyes. Chrysler is his 
second-best customer for auto frames. 
Meanwhile, things are also looking up 
in the oil equipment field where the 
petroleum industry is laying large 
amounts of new pipeline. But getting 
enough plate steel dampens A. O. 
Smith’s chances of getting all the 
mileage it might out of big-pipe pro- 
duction in the coming months. 
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COSMETICS . 


TV FLICKER 


In the TV era, Lehn & Fink 
has learned that advertising 
doesn’t always pay. 


Back in the summer of 1954 Edward 
Plaut, 64, the president of small but 
flourishing Lehn & Fink Products 
Corp.,* became impatient. For the 
previous eight years, sales of his 
Hinds Lotions, Lysol disinfectants, 
and Dorothy Gray and Tussey cos- 
metics had slowly but surely in- 
creased. In 1953 they reached $22.9 
million, 40% above the 1946 level. 

But in 1954 even that painfully 
slow rise stopped. Rival cosmetic- 
makers’ hard-hitting, all-out adver- 
tising was proving too much for Lehn 
& Fink’s low-pressure selling. Sales 
for Lehn & Fink’s June 30, 1954 fiscal 
year fell a small but significant $800,- 
000. Plaut forthwith decided on a radr 
ical treatment to glamorize his sales 
curve. Until then he had promoted 
hard but conservatively in an indus- 
try long noted for glamorous and 
balance-sheet-breaking advertising 
campaigns (among them Revlon’s 
The $64,000 Question). 

Plaut took over in September 1954 
the sponsorship of American Broad- 
casting’s newest bigtime evening TV 
program, The Ray Bolger Show, and 
the following April began rerunning 
kinescopes of the old I. Love Lucy 
programs. He then sat back to await 
results. 

Pratfall. They were not what he 
had expected. The bounding Ray 
Bolger, star of many a Broadway hit, 
flopped badly on television, and the 
rebound hit Plaut’s balance sheets 
where it hurt most—in the profits 
column. Nor did the I Love Lucy re- 
runs help much. Sales rose barely 
4% over 1954. The result was more 
than a mere loss of face for Plaut. 
Almost entirely due to the high costs 
of sponsorship, the company’s pre- 
tax net nose-dived all the way from 
1954’s well-padded $1.9 million ‘to a 
stringy $280,000 in 1955. 

That was enough for Plaut. With 
the consequences of his flyer into big- 
time TV clear as a Tussy girl’s com- 
plexion, Plaut unloaded the Ray 
Bolger Show in September of 1955, 
and quit I Love Lucy last April. Plaut 
substituted two cheaper daytime TV 
programs, Queen For A Day and It 
Could Be You. The result of quitting 
the bigtime, announced Plaut last 


*Traded NYSE. Price cake. (sts) high, 
2074 low, 163. —e-—~ A’, 1. Indicated 
= pares out: $1. r share (1955): 
Sic. Total assets: rth ein 
bol: LNP. 
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month, was “a far more satisfactory 
picture.” Sales were up to $25.8 mil- 
lion in the year ending June 30, $2.8 
million above 1955, despite less in- 
tensive TV advertising But pretax 
profits held the spotlight. They rose 
no less than 450% over 1955 to $1.5 
million, and thereby brought the com- 
pany within striking distance of the 
1954 $1.9-million profit figure. 

Testing . . . “It just goes to show,” 
dolefully remarked one Lehn & Fink 
executive, “that there aren’t many 
programs like Revlon’s The $64,000 
Question.” He thereby indicated just 
what Plaut might have been dreaming 
of when he backed The Ray Bolger 
Show. Rival Revlon’s sales, after ris- 
ing 54% in 1955 to $51.6 million, more 
than doubled in the first half of 
1956. And, for the pay-off, profits 
soared seven-fold to $3.8 million. 

Despite such spectacular possibili- 
ties, however, Plaut is now distinctly 
disinterested in bigtime, nighttime 
television, instead has been eyeing 
the selling operations of cosmetic 
maker Avon Products, Inc. Avon 
neatly bypasses the merciless adver- 
tising wars in the beauty industry by 
selling its tints, creams and ointments 
almost exclusively through door-to- 
door salesmen. In its quiet way Avon 
has actually matched Revlon’s success 
story. It has multiplied sales more 
than four times, to $68.9 million, and 
increased net 512%, to $6.3 million, 
since World War II. 

All this has not been lost on Lehn 
& Fink, still smarting from its TV 
fiasco. Comments Ed Plaut’s vice- 
president son, Walter Plaut, of Avon’s 
door-to-door method: “We’ve been 
testing.” 





RAY BOLGER BELTS IT OUT: 
no balm in Bolger 








WALL STREET 





THE SHELL GAME 


The $15-million Ridgeway 
Corp. currently has no visible 
means of support. 


Frew Wall Streeters last month would 
venture to say precisely what the 
$15.5 million (assets) Ridgeway 
Corp. does for a living, but all of 
them knew where it was going. Ap- 
parently prodded by the New York 
Stock Exchange’s campaign decision 
to delist unemployed corporations, 
Ridgeway announced it was packing 
its bags for a move to the American 
Stock Exchange—providing the Little 
Board approved. 

Ready Cash. Ridgeway would be 
traveling light. Last April Royal 
Little’s Textron, Inc. bought the name 
and assets of Ridgeway’s corporate 
predecessor, Campbell, Wyant, and 
Cannon Foundry. Since then, Ridge- 
way has consisted of a handful of un- 
approachable executives ensconced 
behind a $15.5 million bundle of cash, 
securities and bank deposits. 

With the current wave of mergers 
and outright acquisitions, New York 
Stock Exchange officials have been 
worried lest outside companies that 
fail to meet their rigid listing require- 
ments might sneak onto the Big 
Board by gaining control of listed 
corporate shells.* 

Ridgeway, of course, through its 
counsel, M. Mac Schwebel, insisted it 
was doing nothing of the kind. It 
claimed to be casting about for oil 
and gas, real estate or old movies 
in which to invest its hoard. 

Jingle, Jangle. Until now, however, 
no sound has come from Ridgeway’s 
executive suite except the jingle of 
loose cash. Knowing Wall Streeters 
thought they saw behind it all the 
experienced hand of Toronto money- 
man Lou Chesler. Chesler is chair- 
man of Ridgeway Corp. and controls 
PRM, Inc., itself the corporate shell 
of Pressed Metals of America, Inc. 
PRM, in addition to owning Warner 
Brothers’ pre-1949 film library, holds 
19% of Ridgeway’s shares. 

Just how Chesler intended putting 
Ridgeway and its cash to work no- 
body seemed willing to say, least 
of all Chesler himself, who was 
busily flitting between Manhattan and 
Toronto. 

Only one thing was clear: Ridge- 
way would probably be plying its new 
trade elsewhere than on the New 
York Stock Exchange. 


Ae 4 al nag ey of a sospeustion 
whic s disposed of opera’ ng proper- 
ties or its regular line of business 
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AIRCRAFT 


SETTLING DUST 


The family feud between 
Frank Piasecki and the com- 
pany he founded has had a 


curious denouement. 


Few fights are fiercer than a family 
feud, but few sounds are more sooth- 
ing than the soft swish of dollars. Last 
month a mellow calm descended on 
the heated family quarrel between 
Morton, Pa.’s Vertol Aircraft Corpo- 
ration* and its founder and large 
stockholder, Frank Piasecki. 

The peacemaker was no less than 
the $61.2 million (assets) Northrop 
Aircraft, Inc.| Northrop had stepped 
in with a tempting merger offer for 
Vertol, the U.S.’ third largest maker 
of helicopters. The merger offer was 
no less welcome to Piasecki: it prom- 
ised to put hundreds of thousands of 
dollars into the strained pocketbook 
of Piasecki’s own, struggling Piasecki 
Aircraft Corp.** 

Shake-up. Frank Piasecki, now bur- 
ly and balding at 37, was the designer 
and builder at the age of 24 of the 
U.S.” second successful helicopter. A 
brilliant design man, but no operating 
executive, Piasecki was pushed out 
early last year from the chairmanship 
of Vertol, then known as the Piasecki 
Helicopter Corp. Majority stockhold- 
ers replaced him with Don R. Berlin, 
aircraft production veteran. 


*Traded over-the-counter. Price range 
(1956) : high, 50; low, 2534. Dividend (1955): 
10% stock. Indicated i956 payout: none. Earn- 
inn. per share (1955) : $3.32. Total assets: $21.4 
million. 


eee hee Price range , ae: 

60 
ings per 's 
1955) : 361 2 ‘mil ion. Ticker symbol: NOC. 
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Earn- 
$7.89. Total assets 
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low, 10%. Dividend (1955): none. Tadicated 
1956 payout: none. Earnings per share (1955): 


none. Total assets: $2.2 lli Tick - 
Dol PLA $ million. Ticker sym 


NORTHROP’S COLLINS: 


Piasecki, exceedingly miffed, walked 
out to form a new corporation across 
town at Philadelphia’s International 
Airport. While the original company 
changed its name to Vertol to avoid 
confusion with Piasecki’s new Piasec- 
ki Aircraft Corp., it did not so easily 
rid itself of Frank Piasecki: he and 
his associates still controlled 23% of 
its 471,485 outstanding shares and 
three seats on its 13-man board. 

For all this squabbling Vertol 
flourished. Its 1955 sales rose 20% 
over 1954’s and earnings hit a record 
$3.32 a share. Frank Piasecki’s new 
company was less prosperous. It 
ended its first year’s operations last 
June 30 with a loss of $288,119. 

Money, The Healer. Into this schizo- 
phrenic situation last month strode 
Hawthorne, Cal.’s Northrop Aircraft, 
which offered two shares of its own 
stock for each of the outstanding Ver- 
tol shares. The merger would give 
Northrop a better chance to compete 
with Bell Aircraft and the Sikorsky 
division of United Aircraft in the 
manufacture of the whirly-birds. 

Said Northrop’s president Whitley 
C. Collins, announcing the merger 
proposal: “We feel that Vertol, now 
the world’s largest independent manu- 
facturers of helicopters, is on the 
threshold of further growth.” 

But a by no means insignificant 
beneficiary would be little Piasecki 
Aircraft, painfully struggling to get 
into the black. At current dividend 
rates, Piasecki would get a badly- 
needed $390,000 a year in dividends 
from the Northrop stock. If it chose 
to sell the Northrop stock, Piasecki 
would net around $6 million. 

Faced with this alluring prospect, 
the feuding companies quickly buried 
the hatchet. With the full support of 
Frank Piasecki’s three directors, Ver- 
tol’s board voted to talk the merger 
over with Northrop. Temporarily at 
least, the soft tinkle of dollars seemed 


to have drowned out the bickering of 


a family squabble. 


PIASECK’’S PIASECKI: 


CHEMICALS 


INNOCENT 
BYSTANDER 


Though Union Carbide was 
only a bystander at the steel 
strike, its sales were hit. 





As recently as last April red-haired 
Morse G. (for Grant) Dial, 60, pres- 
ident of the vast, $1.4 million (assets) 
Union Carbide & Chemical Corp.* 
was confident of breaking 1955’s glit- 
tering $1.2 billion sales record. “Sales 
and earnings,” predicted he, “will 
show substantial increases over the 
balance of the year.” 


Record first-half profits of $63.6 
million and sales of $617 million ad- 
vanced Dial’s hopes. But in June sales 
had dipped to $88 million, well below 
the monthly average for the period as 
steelmakers cut buying in anticipa- 
tion of a strike. Then in July steel- 
workers quit their jobs across the 
nation and Union Carbide sales 
slumped again to $87 million in July. 
Though Union Carbide makes no steel, 
nearly 26% of its sales are in ferro- 
alloys such as chrome used in stainless 
steel. Would Morse Dial be pre- 
vented from breaking his 1955 rec- 
ord after all? 


Last month, as Union Carbide 
moved into its usually bustling fourth 
quarter, Dial’s hopes again soared. 
Sales in August rebounded dramat- 
ically to $111 million and sailed on to 
$121 million in September. At nine 
month, total sales stood at $437 mil- 
lion. It looked once more as though 
Morse Dial would get his record sales 
—in addition to record earnings that 
the company unofficially estimates at 
more than $5 a share. 


*Traded NYSE. Price range (1956): hig . 
1333g: low, 10344. Dividend (1955): $3.50. In- 
dicated 1956 payout: $3.50. Earnings per share 
(1955) : $4.83. ‘otal assets: $1.4 billion. Tick- 
er symbol: UK. 


VERTOL’S BERLIN: 


the soft tinkle of money drowned out the bickering 
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RAILROADS 


DOLLAR DIRGE 


Low profits and tight money, 
says a top railroader, may 
bring acurb onimprovements. 





Last month C. (for Cedric) A. Major, 
president of the middling-sized Le- 
high Valley Railroad bluntly and 
squarely put his finger on one of the 
railway industry’s bitterest com- 
plaints: the carriers’ inability, even 
in the midst of full-throttle prosper- 
ity, to earn a better return on their 
multi-billion-dollar investment in 
tracks, real estate and equipment. “It 
is not unusual,” Major told a Buffalo, 
N.Y. railroad club, for manufacturing 
companies to earn from 10% to 15% 
on their investment. But the rail- 
roads as a whole have not earned as 
much as 5% in any year since the 
war.”* 

As if to add insult to injury, the 
US. railroad industry last month was 
caught with its profits dragging in the 
midst of a tight money squeeze. With 
costs soaring faster than rates, the 
industry’s 1956 profit return was al- 
most certain to fall below 1955’s lean 
4.22%. 

As a result, tight money and low 
profits were creating a sometimes bi- 
zarre pattern. The giant Southern 
Pacific system, which earned a shade 
less than 3% on its $2 billion invest- 
ment last year, found itself paying 
5%% to borrow money. At that rate, 
some railwaymen were wondering 
whether expansion was worthwhile. 
Commented Major, with a shake of 
the head: “It just doesn’t make sense 
for the railroads to borrow money for 
improvements at 5% and then get a 
= on the improvement of 4% or 
ess.” 


WATCHES 


LUCKY SEVEN? 


Just about everything that 

can go wrong has happened 

to luckless. little Waltham 
Watch. 


Few U.S. corporations have suffered 
the slings and arrows of fortune more 
than the famed, 106-year-old Wal- 
tham Watch Co.+ With its once- 


*The actual turn has averaged 3.72%, 
pangs high of 431% in 1948, a low of 2.75% 
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———RETURN TRIP———— 


Not only has the railroads’ rate 
of return lagged far behind that 
of other segments of the economy, 
but it has also fallen short of that 
of the transportation industry as a 


le. 

1955 1954 

Mining, quarrying 11.9% 8.2%, 
Manufacturing 15.0 12.3 
i. 9.9 
nb 7.7 8.8 
Transportation 6.1 4.6 
Railroads 4.2 3.3 
Public Utilities 9.7 9.3 
| Amusements, Services 12.3 11.4 


Source: National Industrial Conference 
Board, Association of American Railroads. 











flourishing watch business moribund, 
Waltham has eked out a precarious 
existence making a line of instru- 
ments. In the past 12 years Waltham 
has dragged twice through the bank- 
ruptcy courts, run through no less 
than six changes of managements and 
finally was left stranded amidst the 
wreckage of Sydney Albert’s battered 
Bellanca Corp., which owned 16% of 
Waltham’s common stock. 

Last month, Waltham’ wearily 
changed hands for the seventh time 
in 10 years. Into Waltham’s Waltham, 
Mass. offices moved a new controlling 
group. It was made up of a group of 
watch importers, headed by adman 
Max A. Geller, 55, and Swiss watch 
importer Joseph Axler, 44. Geller 
and Axler reportedly paid around 
$650,000, or $2 a share, for Bellanca’s 
322,700 shares of Waltham common, a 
shade more than Bellanca had paid 
for them last year. 

What Bargain? On the face of things, 
at least, Geller and Axler had no 
bargain. On sales of $4.8 million last 
year Waltham earned a paltry $70,000. 
Waltham, in fact, was only a shadow 
of its former self with sales running 
at about half the 1945 rate. 

In the past Waltham executives 
have tended to blame the company’s 
plight on efficient Swiss competition. 
But not all Wall Streeters have been 
impressed by such alibis: in the face 
of the same Swiss competition, Elgin 
and Hamilton Watch have both man- 
aged to push sales ahead by develop- 
ing new products, tmproving the styl- 
ing and merchandising of old ones. 
But Waltham, lacking both enterprise 
and working capital, continued to lag. 
As one competitor put it recently: 
“Not all of Waltham’s troubles were 
made in Berne.” 

Geller and Axler, however, have 
already made it clear they do not 
intend sitting around their offices 
thinking up alibis. They are planning 
to expand Waltham’s line of such 
industrial instruments as gyroscopes 











and aero clocks. On the other hand, 
they plan to put Waltham back in the 
running as a maker of consumer 
watches. To gain both tariff and cost 
benefits they plan to import watch 
movements from Switzerland, assem- 
ble them in U.S.-made cases the way 
such competitors as Bulova have 
long done. 

Long Shot. Thus able to compete 
once more, Axler and Geller hope to 
sell 200,000 to 250,000 watches a year, 
boost Waltham’s combined watch and 
instrument sales to $10 million a year. 

This, admittedly, is a long-shot 
hope. Waltham will have to expand 
in the face of tough domestic and for- 
eign competition. But the stakes are 
high: Axler and Geller figure they 
could earn $500,000 a year on the 
projected sales figure. At that rate, 
the price they paid for their battered 
shares would begin to look more 
understandable. 


OIL 


WILSON’S WORDS 


Last month Indiana Stand- 

ard’s Robert Wilson said 

openly what most oilmen 

have been complaining about 
in private. 


Durinc his long career in oil, Dr. Rob- 
ert E. Wilson, chairman of Chicago’s 
huge Standard Oil Company (Indi- 
ana), has been known both for his 
numerous technological contributions 
to the industry and his success as ad- 
ministrator of the U.S.’s third largest 
oil company. Thus his advice general- 
ly is listened to with respect. Last 
month, as the industry’s spokesman 
during an Oil Progress Week press 
conference, Dr. Wilson departed from 
the usual, carefully-guarded state- 
ments to say some sharp things about 
the current state of the industry. A 
few of his off-the-cuff observations: 

e On why oil companies don’t ad- 
vertise the octane ratings of their gas- 
oline more widely: “That puts you at 
the mercy of the liars.” 

@ On why current gasoline supplies 
have risen above demand: “There 
isn’t too much self-restraint in our 
industry.” 

e On how long this situation will 
continue: “I would hope refinery runs 
will stay down longer than I expect 
them to.” 

Having thus said openly what many 
of his colleagues had been saying pri- 
vately, Dr. Wilson went on to note 
that the oil men are spending $5 
billion this year to expand facilities. 
Obviously, though, he was hoping they 
would be wise in using them. 
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TELEVISION 


OFF COLOR 


GE’s Ralph Cordiner says 
color TV is not ready for the 
living room. RCA’s David 
Sarnoff says it is—and would 
the competitors please stop 
rocking the boat. 





“Wuy,” shouted big advertisements 
in Manhattan newspapers late last 
month, “are ‘certain people’ holding 
back color TV from the public?” The 
advertisement, inserted by distributors 
of RCA Victor TV sets, was partly in- 
tended to reassure the public that 
color TV was an accomplished fact. 
But to an at least equal degree, it was 
Radio Corporation of America’s* 
David Sarnoff’s reply to criticism of 
his determined drive to bring about 
the second TV revolution (Forses, 
Oct. 1). 

Retort. Specifically, Sarnoff was re- 
plying to Ralph Jarron Cordiner, pres- 
ident of mighty General Electric. 
Barely a week earlier, Cordiner had 
teed off on RCA’s efforts to push the 
sale of color TV sets. Color, said Cor- 
diner, simply is not ready. “If you 
have a color set,” snapped he, “you’ve 
almost got to have an engineer living 
in the house.” 

This got under Sarnoff’s skin. Prob- 
ably more than any one man, Sarnoff 
has labored to bring color TV out of 
the laboratory and into the living 
room. He has, in fact, staked his repu- 
tation as a broadcasting pioneer on the 
success of the venture, and RCA has 
poured some $70 million into the cam- 
paign. Quite obviously, he feared that 
such critics as Cordiner might well 
frighten some of the customers away. 


*Traded NYSE. Price range (1956): high, 
503g; low, 3744. Dividend (1955): $1.35. Indi- 
cated : $1.50. Earnings per share 
(1955): $3.16. : 


$ 5.5 million. 
Ticker symbol: RCA. 
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GE’S CORDINER: 
is color television . 


Stormed RCA: “Why are some manu- 
facturers trying to keep color TV from 
the public?” Stormed Sarnoff: “Any- 
one who wants to wait until the wagon 
gets rolling and then get on for a free 
ride should have the courtesy to re- 
main silent.” 

Followup. Actually Cordiner was 
not the first top industry figure to 
protest obliquely that RCA was forc- 
ing the pace of color TV. Last April 
Zenith Radio’s outspoken president, 
Eugene F. McDonald, Jr., had had his 
say even more bluntly. “Color TV,” 
he told his stockholders by way of ex- 
planation for Zenith’s aloofness, “is 
not ready. One company, the Radio 
Corporation of America, is forcing it 
prematurely.” 

Yet until Cordiner spoke up, most 
others in industry had held back from 
giving McDonald any public support 
(although there was plenty in pri- 
vate). Color was, after all, a develop- 
ment devoutly to be hoped for in a 
market fast being saturated with 
black-and-white sets. For most of the 
industry, the question was simply: 
will they sell? 

So far, at least, the public has been 
slow to answer yes. A year ago the 
pundits were saying that color would 
catch on only if and when the public 
was offered a good $500 set. Currently 
RCA, Admiral, Sears, Roebuck and 
Montgomery Ward are advertising 
$500 sets. Furthermore, NBC, RCA’s 
broadcasting subsidiary, has been 
helping the cause by scheduling up to 
80 monthly hours of colorcasts. 

Where’s the Stampede? But for all 
of this, there were few signs last month 
of anything like the stampede to color 
that David Sarnoff had predicted. He 
had said that up to 1.5 million color 
sets would be in use by the end of 
1956. Right now barely 75,000 sets are 
in actual use against perhaps 40 mil- 
lion black-and-white sets. 

Sarnoff’s current estimate for 
RCA’s 1956 color-set production: 


200,000 sets, short of the company’s 
probable break-even point of be- 
tween 500,000 and 1 million sets in use. 

In the end, Sarnoff’s faith in color 
TV may be vindicated. But right now 
RCA’s bold, $70-million investment 
in color is still under water. Although 
the company’s third-quarter sales 
are up 8% from last year, earnings 
are down. One reason: “expenses in 
launching color TV.” 

Sarnoff at month’s end, however, 
was still standing by color. He was 
able to announce that sales of color 
receivers had picked up so sharply in 
October that RCA’s Indianapolis and 
Bloomington, Ind. plants had gone 
on overtime. Reiterated RCA: “If you 
saw it in black-and-white you missed 
half the show.” Added Sarnoff: “[I 
am] not discouraged by the fact that 
RCA seems to be alone [in pushing 
color TV]. It is not a new experience 
to me.” 


AIRCRAFT 


THE BIG RACE 


Douglas Aircraft is narrow- 
ing Boeing’s jet liner lead, 
but it’s costing plenty. 


Over the years, President and Chair- 
man Donald Willis Douglas, 66, boss 
of Santa Monica, California’s Douglas 
Aircraft Co.,* the nation’s number 
three airplane builder, has received 
a hatful of awards for his cortribu- 
tions to defense. Last fortnight, Don 
Douglas was given another. In Salt 
Lake City, Admiral Arthur W. Rad- 
ford, chairman of the Joint Chiefs of 
Staff, presented Douglas with the 
National Defense Transportation 


*Traded NYSE. Price range (1956): high, 

955g; low, 724%. Dividend (1955): $4 (ad- 

justed for 3-for-2 stock split). Indicated 

1955 payout: $4. Earnings per share (1955): 

7.65 leciaen for stock split). Total assets: 
4 million. Ticker symbol: D. 
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Award for “the most outstanding 
contribution to military transporta- 
tion in the preceding year.” 

Douglas already holds many other 
military prizes. including the Air 
Force’s Exceptional Service Award 
and the French Legion of Honor. But 
the citation he is probably proudest 
of is a civilian item, the 1956 Elmer 
A. Sperry Award, which he received 
for engineering the development of 
his DC-8 jet liner. For first and fore- 
most Douglas is a builder of commer- 
cial airliners, and in this field he has 
been—until recently—the world’s un- 
challenged leader. 

The Gauntlet. The first big chal- 
lenge came in mid-1954, when from a 
hangar near its Seattle headquarters, 
the U.S.’ fifth-ranking planemaker 
(in total assets) Boeing Airplane Co. 
rolled out a prototype of its 707 com- 
mercial jet airliner. It was clear that 
Douglas would have to pick up the 
gauntlet or lose out. 

But it was nearly a year before 
Donald Douglas got a green light 
from his directors to go ahead to pro- 
duce a jet airliner of his own, the 
DC-8. What has resulted is a monu- 
mental race between Don Douglas 
and his counterpart at Boeing, Presi- 
dent William McPherson Allen, for 
supremacy in commercia: jets. Also 
indirectly in this competition is Gen- 
eral Dynamics’ Convair Division, 
which is hard at work on a medium- 
range jet known as the 880 (evolv- 
ing from its earlier “Skylark” and 
“Golden Arrow” designs). 

Boeing was able to get the jump 
on Douglas in commercial jets be- 
cause of an inherent advantage as 
the biggest supplier of big jet bomb- 
ers (i.e., its B-47s and B-52s) for the 
USAF’s Strategic Air Command. Ex- 
perience in turning out these planes 
and the K-135 jet tanker enabled 
Allen to move speedily ahead on his 
707. Although Douglas has produced 
both turboprop jet transports (C-132 
and C-133 models) and _ contract 
B-47’s for Boeing, it by comparison 
was starting purely from scratch. 

Pressed Profits. Last month, Doug- 
las’ difficulties in getting its DC-8 into 
the air were apparent in its latest 
financial statements. During 1956's 
first nine months, the Santa Monica 
plane builder was able ‘o boost its 
sales.some 5.2% to a record $711.3 
million. But at the same time its net 
profit plummeted 12% to $20.6 million. 
Don Douglas: “Current development 
costs of $16,750,000 are more than 
twice the amount expended for ex- 
perimental and development costs on 
‘the DC-8 and other projects during 
the first three quarters of 1955.” 

Largely because of this, Douglas’ 
normally stronger margins slipped 
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below Boeing’s. Between 1948 and 
1954, Douglas averaged nearly 9c in 
operating profit per dollar of sales: 
Boeing averaged only 6.5c. But last 
year the situation was _ reversed. 
Douglas’ margin fell to 7.5c, while 
Boeing’s rose to 7.8c. Since then, Bill 
Allen has been able to raise his net 
6.6% (to $14.5 million in the first half) 
on a 10% mark-up in sales (to $407.3 
million). That makes it all but cer- 
tain that Boeing will increase its 
money-making lead over Douglas in 
profit margins still further this year. 

The other side of the coin is sales 
stability, and there Douglas shines. 
Because of its heavier commitment in 
military aircraft, Boeing is more at 
the mercy of defense planners than 
is Douglas. Thus, helped in part by 


Earnings per Share 
Sales in Millions (in Dollars) 
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While sales by Douglas Aircraft 
Co. have moved upward, earn- 
ings have declined. Reason: 
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SAC’s expansion, Boeing outdistanced 
Douglas in sales increases between 
1947 and 1955. But last year Boeing’s 
volume contracted 17% while Doug- 
las dropped only 7.3%. This put 
Douglas ahead of Boeing in sales. 
Unlike Boeing, which has been out of 
the commercial airline business for 
years, 11% of Douglas’ gross comes 
from commercial types. 

Time Lag. This year Douglas is 
going all out to snare still more com- 
mercial orders. Of its $2.3 billion 
order backlog (Boeing’s stands above 
$3 billion), a strapping 50% is in this 
civilian category. “This tremendous 
increase,” Donald Douglas told Forses 
late last month, “is largely attribut- 
able to the orders placed with us dur- 
ing the past year for the DC-8. These 


total 115 aircraft, valued at about $600 
million.” Douglas’ jet sales, however, 
still trailed. Bill. Allen now has 
orders for 136 of his 707s. 

With development expenses press- 
ing heavily on immediate profits, Don 
Douglas is doing everything he can 
to cut down the long lead Boeing 
has in its scheduled first delivery date 
for 707s late in 1958. Right now, his 
own first shipments of DC-8’s are 
promised for November of 1959. But 
Douglas hopes to have his first nine 
prototypes flying within the next 18 
months. 


RAILROADS 


MILESTONE 


Last month, the exclusive Bil- 

lion - Dollar Club officially 

welcomed a new member— 

the billion-dollar Chesapeake 
& Ohio Railway. 





Wit $50-million capital expendi- 
tures pouring into the Chesapeake & 
Ohio* during the first three quarters 
of this year, C&O President Walter J. 
Tuohy, 55, last month made an his- 
toric announcement. With pardonable 
pride, he noted that after 170 years of 
operation the C&O had finally earned 
membership in the exclusive Billion- 
Dollar Assets Club. In mid-August, 
C&O assets had reached $1,008,000,000 
—up from $982.6 million at the end 
of last year. 

Six other railroads have already 
made the grade—the Pennsylvania 
($3 billion assets), New York Central 
($2.6 billion), Southern Pacific ($2 
billion), Santa Fe ($1.5 billion), 
Union Pacific ($1.4 billion), Balti- 
more & Ohio ($1.2 billion). 

Tuohy had another big item to 
crow about. In the year’s first 9 
months, the C&O’s operating income 
topped all other Class I railroads in 
the U.S. When the books were closed 
last year, C&O had ranked .eventh in 
revenues, but third in net income 
(behind the Santa Fe and Union 
Pacific). But this year at midpoint the 
C&O nosed the Santa Fe out of sec- 
ond place. If Touhy has his way, the 
C&O will now try to give the oil-rich 
Union Pacific a run for its money as 
U.S. railroading’s No. 1 moneymaker. 
Tuohy now estimates the C&O’s 1956 
net at $65 million, vs. $58 million last 
year. The UP earned $79 million in 
1955, but slipped somewhat in the 
first half of 1956. 


*Traded NYSE. Price range Gas): high, 


6756; low, 5334. out fe ): $3.12%% 
dicated 1956 TFotal asset Earn inne per 
share: $7.25. RB. ., ” $1,008.0 million. 


Ticker symbol: 
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U.S. NAVY’S NEWLY-LAUNCHED RANGER: civilian gold helped, too 


SHIPBUILDING 


SEA CHANGE 


After wallowing long years 

in the doldrums, U.S. ship- 

builders feel a rising tide of 
prosperity. 





Unpber a cloudless Virginia sky, the 
normally placid banks of the James 
River crackled with action one morn- 
ing last month. At 11:30 A.M., the 
wife of a director of the Standard Oil 
Company (New Jersey) splashed a 
magnum of champagne against a 
bunting-bedecked bow. On this sig- 
nal, straining workmen knocked away 
the blocks on the launching way of 
the Newport News Shipbuilding and 
Dry Dock Co.* With a roar, the tank- 
er Esso Gettysburg slid down the way 
and onto the glassy surface of the 
James. 

Drab as a dowager in her coat of 
maroon paint, the Esso Gettysburg, 
nevertheless, was a sight to thrill the 
heart of any mariner. Some 715 feet 
long, the new ship ranks as the larg- 
est tanker ever to fly the American 
flag. Her 26,500-horsepower turbines, 
the most powerful ever installed on a 
single-screw merchant vessel, will 
give her a service speed of 18.3 knots— 
faster than any super-tanker afloat 
today. Fully loaded, she will carry 
336,000 barrels of oil or enough gaso- 
line for nearly 22,000 cars for a year. 


*Traded NYSE. Price range (1956): high 
703g; low, 50. Dividend (1955): $3. Indica 
1956 pgyour: $3. Earnings ped share (1955): 
a assets: $60.1 million. Ticker sym- 

ol: \ 
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Fair Winds. For Standard Oil, the 
event was almost routine: the tanker 
was merely the first of four such ves- 
sels it has on order with Newport 
Shipbuilding to augment a fleet al- 
ready straining at the seams. But 
for Newport News and other builders, 
the Gettysburg represented a major 
sea change in the shipyards’ business. 
For the big tanker is a telling symbol 
of crash programs by both Govern- 
ment and private business that are 
fast bringing prosperity to the indus- 
try, which has wallowed in the dol- 
drums for many a year. Even Wil- 
liam E. Blewett, Jr., president of 
Newport News Shipbuilding and a 
confirmed pessimist, now cautiously 
admits: “I don’t think we’ll have a 
depressed period for the next 10 
years, although I’m not saying we'll 
have a boom for all that time.” 

Nevertheless, all signs point clear- 
ly to boom days ahead in shipbuild- 
ing. A few important channel mark- 
ers: 

e An estimated 80% to 90% of the 
U.S. Navy’s vessels were built dur- 
ing World War II, are now run-down 
or obsolete, and must be replaced. 

e To qualify for subsidies (most 
shipping lines are subsidized), sea 
carriers must replace any ships more 
than 20 years old under Government 
law. Since most commercial vessels 
are now reaching that age, the law’s 
provisions are now going into force, 
and the lines are responding. 

e A three to four year wait for 
ships in low-cost foreign yards is 
bringing a large spill-over of orders 
to domestic yards. 

Out of the Depths. These factors 


have already had their effect on ship- 
builders’ backlogs (see chart). New- 
port News, for instance, has boosted 
its order backlog to better than $250 
million, the highest level in many a 
year. Its neighbor to the north, Mary- 
land Shipbuilding and Drydock, also 
has the highest order backlog in its 
history, worth some $30 million. 
Westward on the Great Lakes, Amer- 
ican Shipbuilding Corp. has increased 
its billings to $40 million. And up in 
New England, the Bath Iron Works, 
which specializes in Navy destroyers, 
recently placed its backlog at $72.2 
million, up sharply from the $54.6 


- million mark at the same time last 


year. 

These orders, as Newport News’ Bill 
Blewett would be the first to point 
out, have been signed only in the past 
few months. They do not mark high 
tide for the shipbuilders. During 
World War II, for example, Newport 
News and other U.S. yards built 
twice as much shipping in one year as 
all the ways in the world now turn 
out. But with the advent of peace, 
American yards found themselves un- 
able to compete against low-cost for- 
eign yards. As a result, their earn- 
ings dropped six fathoms deep. 

Today’s orders, moreover, will not 
show up in the builders’ balance 
sheets for 1956. Because of the de- 
layed system of payments in the in- 
dustry, profits this year actually will 
reflect the near-starvation bids the 
builders made for work during 1955. 
Thus Newport News’ earnings will 
run between $4 and $5 a share, down 
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sharply from 1955. Nevertheless, 
many a Wall Streeter last month 
busied himself by comparing the 
builders’ situation with that of the 
aircraft industry in the early 1950s. 
Everyone knew, then, that the plane- 
makers had big backlogs. The ques- 
tion was: could they make money on 
them? Once the planemakers proved 
they could, the traders recalled, their 
securities took off on some’ of the 
highest flights ever seen along The 
Street. 

Navy Blue . . . The winds of fortune 
have clearly shifted again. For one 
thing, the Navy alone is spending $3.1 
billion this year for new ships, small 
craft and conversions. This has 
brought a lot of work to American 
yards. Thus Newport News recently 
launched the supercarrier Ranger, 
and currently is hard at work on two 
LSTs. American Shipbuilding is 
building a couple of destroyer escorts. 
Meanwhile the shipbuilding division 
of the Bethlehem Steel Corp., whose 
eleven yards make it the nation’s 
largest shipbuilder, was _ recently 
awarded a $40.5 million contract for 
three ammunition ships. And New 
York Shipbuilding already has a 
supercarrier on its ways. 

The Navy should remain a good 
customer for many years to come. 
Such advances as guided missiles have 
badly dated many service ships now 
in operation, and many modern de- 
velopments simply cannot be fitted on 
the older ships. “The larger and 
heavier jet planes planned for the 
future,” observes Admiral Albert G. 
Mumma, Chief of the Navy’s Bureau 
of Ships, “will require stronger and 
larger flight decks and more exten- 
sive support facilities than are possi- 
ble on most World War II carriers.” 
. . . and Civilian Gold. The Maritime 
Administration, a civilian branch of 
the Government, is funneling. still 
more prosperity into the yards. For 
one thing, it has been conducting a 
brisk trade in its various “trade-in- 





NEWPORT’S BLEWETT: EP 
“100% for diversification 


and-build” programs, under which a 
shipowner virtually trades in his old 
ships for new ones with a moderate 
cash outlay. Another big factor is 
the replacement requirement of exist- 
ing ship subsidy legislation, a stipu- 
lation from which Newport News is 
already benefiting. By early next 
year, it will lay the keels for two new 
passenger vessels for the Grace Lines. 
They are the forerunners of no fewer 
than 24 vessels which the line must 
replace. 

In all, this Government program 
is expected to put roughly 60 ships 
annually on civilian ways during the 
next 10 years. “Added to the other 
factors now influencing shipbuilding,” 
says John J. McMullen, Chief of Ship 
Construction and Repair for the Mar- 
itime Administration, “this program 
puts the American shipbuilding in- 
dustry into the greatest decade of 
peacetime construction in its history.” 

The tanker boom has prepared the 
way. Unable to get rush delivery 
from abroad, oilmen have been flock- 
ing to American ways for their ships. 
One Bethlehem yard is building three 
tankers for Stavros S. Niarchos, the 
biggest of the Greek tanker kings. 
Newport News, in addition to the 
four Esso tankers, is also building 
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six other oil-carriers for various 
shippers. Little Maryland Shipbuild- 
ing, though it can construct only one 
and a half ships at a time, is building 
a 20,000-ton, $4.2-million tanker for 
the Southeastern Oil Co., to be de- 
livered next fall. The Government, 
moreover, has been planning a gigan- 
tic program to build tankers. 

The yards have expanded upon op- 
portunity by some remarkable inge- 
nuity. Maryland Shipbuilding, for in- 
stance, has come up with a method 
for literally splitting a tanker in half 
and replacing its cargo section with 
a newer, larger one. Known as jum- 
bo-izing, the process not only adds 15 
years to the life of a tanker but also 
vastly boosts its capacity. Newport 
News Shipbuilding has contracted to 
jumbo-ize four T-2 tankers for the 
American Oil Co., a job which when 
done will increase their length from 
523% feet to 571% feet. Maryland 
Shipbuilding meanwhile is jumbo- 
izing four Gulf tankers, and Bethle- 
hem is working on still other tankers. 


Any Port? But the industry has too 
often flown distress signals in the past 
to overlook chances for diversification, 
and no yard today is without some 
such sideline, least of all Newport 
News. “I’m 100% for diversification,” 
says Blewett, “including the manu- 
facture of shoes—if we can do it at a 
profit.” 

While Blewett has not yet turned 
from ships to shoes, he does now de- 
rive about 10% of his sales from non- 
shipbuilding enterprises. Most of the 
other yards have also taken on side- 
lines. By way of illustration, New- 
port News has become one of the 
nation’s major suppliers of hydraulic 
turbines for water power projects. 
Currently Blewett’s workmen are 
busy on a gigantic test section for a 
Government wind tunnel, and are 
also making large pipeline valves. 

Smooth Course. Only one important 
shoal seems to lie across the ship- 
builders’ bows: a shortage of steel. 
Some Washington pundits, however, 
believe that the Government will work 
out a plan to allocate steel to the in- 


dustry if the shortage heightens. 


Meantime, the shipbuilders are 
anxiously watching new developments 
in ship propulsion. These have taken 
two forms: (1) recently a Liberty 
ship powered by a gas turbine engine 
outsped and outmaneuvered a con- 
ventional Liberty ship; (2) Bethle- 
hem has now gotten the “go ahead” 
signal to start planning the first guided 
missile cruiser operating on nuclear 
power. Both developments may well 
have wide applications in shipping, 
thereby helping to speed the builders 
through .some of the calmest water 
in many a tempest-tossed year. 
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Probably no other maker has ever brought you 
four distinctive new cigarettes in one year. 
Certainly no other has ever packaged them so superbly! 
The Flip-Top, Crush-Proof box is the most suitable, 
most convenient package for these richly 

blended brands. It is another Philip Morris first . . . 
perfected after years of imaginative research, 
experiment and planning. 

Look to Philip Morris to set the pace now 

and in the future—to bring more pleasure to 

more smokers everywhere. 
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3 MONTHS ENDED SEPTEMBER 30 1956 1955 

NET SALES $86,200,451 $74,488,628 
NET INCOME AFTER TAXES 3,437,834 3,370,626 
EARNINGS PER COMMON SHARE $1.10 $1.08 

9 MONTHS ENDED SEPTEMBER 30 

NET SALES $240,462,440 $204,087,555 
NET INCOME AFTER TAXES 9,245,441 8,278,505 
EARNINGS PER COMMON SHARE $2.93 $2.60 
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NATURAL GAS 





MEXICAN FIESTA 


Texas Eastern’s invasion of 

Mexico may widen not only 

its gas supplies but its profit 
margins as well. 


To run the big Texas Eastern Trans- 
mission Corp.,* President Orville S. 
Carpenter must face in two directions 
at once. From his Shreveport, La. 
office, he must watch the population- 
jammed areas of Philadelphia, New 
York and New England, where Texas 
Eastern wholesales most of its natural 
gas. At the same time, he must keep 
an eye on the Gulf Coast of Texas, 
where he buys the gas for his 5,600 
miles of pipeline. 

Last month Carpenter was paying 
the most attention to Texas. With his 
northeastern customers clamoring for 
more gas, he has had to line up more 
and more supplies of southwestern 
gas for future consumption. But so 
have his two major competitors in 
the Northeast. Few gas fields have 
been overlooked by rival Transconti- 
nental Gas Pipe Line Corp. and the 
hard-driving Tennessee Gas Trans- 
mission Co., the largest of all U.S. 
pipeliners. 

South of the Border. A few days 
after he was elevated to the presi- 
dency of Texas Eastern, Carpenter 


*Traded over-the-counter. Price range 
(1956): high, 30; low, 24. Dividend (i988): 
$1.40. Indicated 1956 Bayout: $1.40. 
per =e (1955) : $2.11. Total assets: 9 
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stole a march on the opposition. Be- 
fore the Federal Power Commission, 
which regulates the industry, Carpen- 
ter finally obtained permission to 
stretch his pipelines down through 
McAllen, Texas, to the Rio Grande 
River. There Carpenter will buy natu- 
ral gas from the government-owned 
oil company, Petroleos Mexicanos 
(more commonly called Pemex), 
through a hook-up from Reynosa, 
Mexico. 

As a starter, Carpenter announced, 
he will pay out $82 million to build 
a pipeline extension south from 
Beaumont, Texas, and ultimately will 
invest $147 million in the new system. 
This line, which will be finished in 
about a year, then will begin opera- 
tion at the rate of 115 million cubic 
feet a day. Shortly afterward, it will 
boost its output to 200 million cubic 
feet a day. In the process, Texas 
Eastern’s over-all capacity will be 
boosted by 18%, to 1.63 billion cubic 
feet daily. 

Price Limit. But the agreement did 
more than merely boost Carpenter’s 
capacity. It should go a long way 
toward helping him keep future costs 
down. Under the contract with 
Pemex, Texas Eastern will start buy- 
ing gas at 14.2c per cubic feet, with 
an extra fifth of a cent being added 
annually during the life of the con- 
tract. Right now this price roughly 
equals that Carpenter pays for the 
more accessible southwestern gas. 
But over the 20-year life of the Mex- 
ican contract, the price will climb 
only to 18.2c before the contract ex- 
pires. In contrast, Tennessee Gas re- 


cently was forced to go into the 
offshore oil fields for the gas it needs. 
Its starting price: 21.4c. 

Catching Up. Actually, the Mexican 
agreement could bring even wider 
benefits to Texas Eastern. In the 
past, its operating expenses have 
added up to a fairly high percentage 
of its gross revenues. Last year, for 
instance, operating expenses ate up 
83.4c of each dollar of gross sales, 
somewhat more than the 78.6c on the 
dollar logged by both Tennessee and 
Transcontinental. As a result, Texas 
Eastern’s net profit margin of 10.3c 
on each revenue dollar was well be- 
low the 13.4c of Transcontinental and 
the 15.1c of Tennessee. 

This year, however, Texas Eastern 
has been catching up fast. During the 
first half its net jumped 20%, to $9.1 
million, on a 7% increase in its sales 
of $86.7 million. In the same period, 
Tennessee could boost net only 15% 
on a whopping 53% jump in gross 
revenues. When benefits start to flow 
from the Pemex deal, Texas Eastern 
should be able to gair still another 
lap. 

Little Big Inch. Carpenter, moreover, 
may have another Pemex-type ma- 
neuver up his sleeve. A year ago, 
Texas Eastern petitioned the FPC to 
convert its Little Big Inch pipeline 
from natural gas to the shipment of 
the more profitable petroleum prod- 
ucts. The FPC gave its approval, but 
outside opponents of the deal suc- 
ceeded in getting the case tossed back 
to the FPC for reconsideration. In 
the ranks of the industry, however, 
few gasmen doubted that Carpenter 
would get eventual approval, thus 
giving Texas Eastern yet another leg 
up in its drive to match profit margins 
with Tennessee Gas and Transcon- 
tinental. 


TEXAS EASTERN’S CARPENTER: 
he looked South 
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| AUTOS 


THE IN-BETWEENS 


Hard-hit this year, the medi- 
um-priced car is getting a big 
push by Detroit in 1957. 


‘Pontiac,” observed Pontiac General 
Manager Semon E. Knudsen one day 
last month, “had a rough time this 
year.” What Knudsen might have 
added, but did not, was that Pontiac’s 
fate was typical of the setbacks felt 
by the whole industry’s medium- 
priced lines in 1956. When the na- 
tion’s consumers tightened their 
pocketbooks, it was the medium- 
priced models which took the hardest 
blows. Over-all, auto production fell 
29% in this year’s first nine months. 
But Mercury’s and Pontiac’s unit out- 
put was off 41%, Dodge’s 39%, Olds- 
mobile’s and Buick’s 32%. More and 
more, the nation’s auto buyers were 
taking their business to the low- 
priced car dealers. 

The impact on Detroit’s Big Three 
Automakers varied. GM, 50.3% of 
whose unit output last year was in its 
three medium-priced lines, should 
have been hurt most, but wasn’t. Ex- 
ceptionally strong sales of Chevrolets 
and Cadillacs offset much of the losses 
in Pontiacs, Oldsmobiles and Buicks. 
Ford, which counts much less on 
medium-priced models (its Mercury 
accounted for only 19.4% of unit 
sales in 1955), did as well as the 
industry at large thanks to strong 
sales of its Fords. That left Chrysler 
to take the brunt of the decline of 
the medium-priced auto’s appeal. 
Normally these account for about 
one third of Chrysler’s total sales. 
This year, however, sales of both its 
high-priced Chryslers and low-priced 
Plymouths have also dropped sharply. 

The Young Lions. To cope with these‘ 
medium-priced line setbacks, the 
Big Three Automakers have been re- 
shuffling their executive forces. Last 
July, young Semon Knudsen, 44, son of 
the late William S. Knudsen, GM 
president from 1937 to 1940, took over 
as boss of GM’s Pontiac division. That 
same month Chrysler shifted Matt C. 
Patterson, 56, into the presidency of 
its Dodge division. Over at Ford, Vice 
President Francis C. (“Jack”) Reith, 
42, has been boss of Mercury division 
for just 18 months. Detroit has al- 
ready begun talking about the com- 
ing “Battle of the Young Lions.” 

As last month wound up, both Mer- 
cury and Dodge had introduced their 
1957 wares, and both were hinting 
at new strategy to push them. Both 
cars were completely restyled from 
rubber to roof. At Mercury, Reith 
seemed intent on disassociating Mer- 
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PONTIAC’S KNUDSEN: es® 
“a rough time” 


cury from the low-priced Ford, was 
offering a bigger “B” body shell de- 
signed along lines of Mercury’s ex- 
perimental Turnpike Cruiser. At 
Dodge, Patterson had lowered his 
models five inches, was stressing 
“Swept-Wing” styling which features 
descending side design and twin rud- 
ders. Pontiac’s debut comes early 
this month, and the word from auto 
circles is that Knudsen’s entry will 
be almost entirely redesigned. 

Out on a Limb. With these new 
lineups of men and machines, the 
automakers are plunging into free- 
swinging competition for positions of 
advantage in the medium-priced 
market. Predictions were flying like 
pennants. Said Ford’s Chairman, 
Ernest R. Breech: “We’re aiming for 
an increase in Mercury’s market pene- 
tration next year of 1% percentage 


e——-LOW IN THE MIDDLE—— 


During the first three quarters, 
auto buyers neglected medium- 
priced models in preference for 
low and high-bracket types. 


3 MEDIUM- Share of — ——- in 


1956 19 utput 
PRICED CARS:* from 1955 


7.3% —41% 
5.3 —4) 
3.8 —39 


Pontiac 


2 LOW-PRICED CARS: 

Chevrolet .... 28.2 
21.8 

2 HIGH-PRICED CARS: 

Cadillac .... 2.7 19 

Lincoln 0.5 


23.5 
21.4 


—15 
—28 


+1 
+30 


*Strongest in medium field were: DeSoto 
(output down 25%), Buick and Oldsmobile 
(down 32% each). 


Source: Automotive News 











points over tne current year, or 642% 
of the market.” Rut Mercury’s com- 
petitors were set to fight it every inch 
of the way. Vowed Pontiac’s Knud- 
sen: “We are heading into an out- 
standing year.” How outstanding? 
Knudsen aims, he says, to boost his 
share of the market from 7.4% to 8%. 

But Wall Street was frankly skep- 
tical, deliberately recalled claims and 
performance at the start of the 1956 
model year. Items: Mercury, which 
predicted a 8.4% sales gain, actually 
lost 21% during the first seven 
months; Pontiac, which foresaw a 16% 
plussage, dropped to a minus 29%; 
DeSoto, which was shooting for a 20% 
increase, wound up instead with a 
15% drop. “Frankly,” observed one 
auto analyst in the Canyon, “I’m no 
longer paying much attention to the 
coming attractions; I’m going to wait 
for the returns at the box office.” 

And in one quarter of autodom at 
least there was quiet reticence. That 
was the Dodge division’s executive 
haunts on Joseph Campeau Avenue 
in Hamtramck, Michigan. There free- 
wheeling predictions were exceed- 
ingly scarce. Said one of Chrysler’s 
brass: “We’re not talking much about 
that kind of thing.” 


MONEY 


PIGGY BANKERS 


That personal spending spree 
may be far sounder than it 
looks. 


WITHIN recent years, new furrows 
have been added to the brows of the 
nation’s economists over one much- 
debated “problem”: consumer bor- 
rowing. Between the statistical lines, 
many economists have professed to 
see growing signs of individual fiscal 
irresponsibility. The facts were plain 
enough: while total personal income 
gained an average 7.8% during the 
first half of this year, outstanding 
consumer debt leaped 14.2%. Com- 
pared with 1954, the span was even 
wider: while incomes rose 12.2%, per- 
sonal liens hiked 29.4%. 

Spendthrifts? Have the nation’s tra- 
ditionally thrifty piggy bankers now 
become habitual spendthrifts? Last 
month there were two strong answers 
in the negative. Before the National 
Savings and Loan League’s fall man- 
agement conference in Manhattan’s 
Waldorf-Astoria Hotel, Dr. George 
Katona, director of the University of 
Michigan Survey Research Center, 
lauded the “much abused” instalment 
plan as a vital aid to personal budget- 
ing. Since it compels consumers to 
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make regular payments, noted Ka- 
tona, instalment buying gives Ameri- 
cans an incentive to save. 

“Tt is not correct,” exploded Ka- 
tona, “to say that people no longer 
believe in saving. It is not correct to 
state that instalment buying stifles the 
will to save. It is not correct to main- 
tain that savings rank low among the 
things people wish to have.” 

Cash in Hand. Within a few hours 
of the professor’s talk, the Securities 
and Exchange Commission reported 
some figures that seemed to back up 
Katona’s argument. Individual savings 
during the first half of 1956, an- 
nounced the SEC, leaped by $7 billion, 
just $1 billion short of the entire 
savings increase for all of 1955. And in 
the second quarter, U.S. citizens 
upped their holdings of currercy -by 
$900 million, the biggest rise since 
early 1951. 

Americans were also investing more. 
Altogether they added $600 million to 
their stake in corporate and other 
securities, and they also bought $400 
million more worth of state and local 
government bonds. The Federal Gov- 
ernment, -however, was caught with 
its interest rates down. Personal hold- 
ings of savings bonds dipped by $100 
million; other government obligations 
outstanding sank by $300 million. 


CHEMICALS 


MINOR MISHAP 


The long uptrend in Allied 
Chemical’s profits was halted 
in 1956's first nine months. 


In his spare time Fred J. Emmerich, 
64, accountant-turned-chemical-exec- 
utive, is an avid antique collector and 
restorer. In his working hours Em- 
merich, as president of the vast Allied 
Chemical & Dye Corp.,* devotes him- 
self to the longrange task of toning 
up Allied and restoring it to its one- 
time profit eminence. Though third 
only to du Pont and Union Carbide 
in the U.S. chemical industry, Allied 
was for almost two decades a laggard 
in sales growth as well as in return 
on sales and invested capital. 
Tonic. Under Emmerich, Allied 
spent $600 million on expansion and 
improvement of facilities, poured an- 
other $107 million into research. He 
broadened Allied’s product lines 
away from the traditional dependence 
on basic, low-profit chemicals into 
nylon, polyethylenes, insecticides, and 


*Traded NYSE. Price range (1956): high, 
12944; low, 93. Dividend (1955): $3. Indicated 
1 payout: $3. Earnings sed are (1955): 
et ge assets: $724.7 million. Ticker sym- 
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ALLIED’S EMMERICH: 
only a squiggle? 


fluorine compounds. Profit margins 
climbed from 18.6c on the sales dol- 
lar in 1952—a poor showing by chem- 
ical industry standards—to a much 
healthier 22.7c last year. 

Last month, however, Emmerich 
suffered what looked like a minor 
setback. Though sales continued to 
rise in 1956’s first nine months (from 
$475 million to $499 million), net 
profits slid from $4.11 per share to 
$3.64. Higher wages, rising freight 
bills and increased raw material prices 
all had taken their toll. 

But actually things were brighter 
than they seemed on the surface. A 
substantial part of Allied’s profit de- 
cline was caused by heavier depre- 
ciation charges and growing develop- 
ment expenses. However badly these 
make the profit statement look, Fred 
Emmerich is acutely aware that both 
these “expenses” help build future 
profits. 





RAYONIER’S MORGAN: 
after fast growth, hard selling 


Only a Squiggle? On Wall Street, 
where most chemical analysts feel 
that Fred Emmerich has built soundly 
and well, the betting last month was 
that profit downturn would probably 
prove nothing more than a _ short 
downward squiggle of Allied Chemi- 
cal’s improving fortunes. Allied, they 
believe, has not yet felt the full bene- 
fits of Fred Emmerich’s patient min- 
istrations. 


CHEMICALS 


CELLULOSE 
SLOW-UP 


Sometimes expansion § can 
come at an embarrassing 
time. 





In the postwar boom few materials 
have prospered as mightily as chem- 
ical cellulose, used widely to make 
rayon, cellophane and other indus- 
trial products. Thus Rayonier, Inc.,* 
which accounts for half the U.S. out- 
put of chemical cellulose, has been 
constantly hard-pressed to keep up 
with the customers. In two large 
moves to keep up with demand, 
President Clyde B. Morgan has 
opened a new, $25-million plant at 
Jesup, Ga. and recently snapped up 
Alaska Pine and Cellulose to further 
broaden his sales base. 

Last month, for once, Rayonier ap- 
peared to have too much of a good 
thing on its hands. In Manhattan, 
Morgan reported to his stockholders 
that sales in the third quarter had 
slipped to $33.4 million, from $35.3 
million in the same period of last 
year. Earnings were off even more 
sharply. From 76c a share, they had 
slipped to 58c. 

Morgan, however, had some sooth- 
ing news for his stockholders. De- 
mand had begun to slip in the latter 
part of the second quarter, he said, 
but it had “become no worse.” More- 
over, he noted, the softening of tex- 
tile demand early in the year now has 
given way to signs of underlying 
firmness in that industry. 

Nevertheless, the slow-up appeared 
to have caught Rayonier somewhat 
in the middle. For the company cur- 
rently is building yet another $25- 
million mill at Jesup, Ga., as well as 
a similar installation in Canada. For 
stockholders, the implication was 
clear: Rayonier would have to do 
some hard selling in the months 
ahead to keep its new mills busy. 


*Traded NYSE. Price range (1956): high, 
441%; low, 3142. Dividend (1955): $1.08. Indi- 
cated 1956 yout: $1.40. Earnings per share 
(1955): $2.87. Total assets: $183.1 million. 
Ticker symbol: RNR. 
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ZENITH 
ROYAL “500” 
POCKET RADIO 
Only 3'2" wide, 
5%" high, 1 
deep. 17 ounces 
Black, Maroon or e. 


White nylon case ~ 
$75.00.* te 


‘s 


No man (or woman) has “everything... 
until he has the Zenith Royal “500” 7-transistor radio! 


EARPHONE FOR PRIVATE LISTENING! 


What a wonderful personal companion is the 
Royal “500”. Wherever you go, you can enjoy 
favorite programs without disturbing others, with 
this tiny earphone attachment (shown at right) 
that plugs into the set (above in actual use). 


You or your firm will be long remembered for giving the personal 
gift that’s a sensation everywhere—that became an international 
favorite overnight! It’s this year’s most distinguished way to say 
“Merry Christmas”. Everyone—especially those executives who 
always seem to “‘have everything”—will be thrilled to own this 
newest-of-all electronic miracles from Zenith. Yes, as a gift—and 
as the finest of all pocket radios—the Royal “500” has everything! 
It’s the proudest gift you can give, or get, because it has the most 
enviable reputation of any transistor radio built today! 


Your friend will proudly carry his Royal “500” with him wherever 
he goes, for it plays on planes, trains, boats and cars. It has seven 
of the tiny new miracle transistors to give it power to operate where 
others fail! Up to 15 times more volume than radios of its size. 
Up to 30 times more sensitivity for amazing long-range reception. 
So sensitive indeed, that it has a special precision tuner to pinpoint 
stations. And, it plays for only a fraction of a cent an hour on in- 
expensive penlite batteries, available everywhere. 


Wouldn’t you like a Royal “500” this Christmas? 


The Royalty of RADIO, TELEVISION ana PHONOGRAPHS 


EMS. THS a yr itch on Sg # Backed by 37 years of leadership in radionics exclusively 
® 


ALSO MAKERS OF FINE HEARING AIDS 
Zenith Radio Corporation, Chicago 39, Illinois 


*Manufacturer's suggested retail price not including batieries. Prices and specifications subjeci to change withoul notice, 
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If you process clay, crushed stone, iron ore, coal, food- 
stuffs or potash and similar chemicals, where screen- 
ing is part of the operation, then you know that the 
screen can be vibrated as much as 3600 times per 
minute. This means every part must be able to take 
a terrific beating constantly. It has been found that 
by heating the screen electrically the surface tension 
is removed from each and every wire of the screen 
cloth so that even damp or moist material will not 
“blind” the cloth opening. 

One of those heater parts is an 
extruded copper shape that runs 
along either side of the screen. At 
the point where the extruded 
shape meets the wire a positive 
electrical contact must be main- 
tained at all times. So the bar must 
be non-porous, free from any 
burrs or voids and capable of 
maintaining a straight leading 
edge. Also, the bar must carry 
1500 amps. at 5 volts. The coun- 
try’s leading manufacturer of 
these screen heaters had experi- 
mented with many different types 
of material. A copper casting was 
selected to do the job. But it was 
found on installation that the 60” castings required 
additional welded joints, presented a porosity prob- 
lem, and the bow in the casting made it difficult to 
fasten the screen firmly to the contact. 

After discussing the problem with one of Revere’s 
TA’s (Technical Advisor), it was suggested that a 
Revere Copper Extruded Shape be used instead of 
the casting. It was furnished in 12 foot mill lengths. 
This offered flexibility and eliminated both: welds 
and scrap. The extrusion licked the porosity problem, 
and its straightness was superior to the casting. Also 











it gave better longitudinal electrical contact. The cost 
per foot of the extrusion was more than the casting, 
but the additional welds and scrap encountered made 
the final installed cost of the casting higher. In addi- 
tion the finished extruded shape was superior. Another 
case where spending a little more initially resulted in 
an ultimate saving and a better product. 

The Vice President and General Manager of the 
company using this Revere Copper Extrusion com- 
mented, ‘Without the use of an 
extruded electrical conductor it 
would be virtually impossible to 
maintain satisfactory operating 
results under the trying condi- 
tions which exist in the field. But 
with this shape we are able to in- 
stall an electrical heating attach- 
ment with complete confidence 
that it will provide many years 
of maintenance-free life, at the 
same time helping our customers 
produce a better product. This 
extruded conductor, subject to 
electrical strain and abrasion 
from materials moving across the 
screen, has in many cases pro- 
vided the electrical heating circuit 
in the production of 14 million tons of raw material 
without a single replacement.” 

While the product noted here happens to come 
from Revere, there are equally outstanding per- 
formances turned in by materials furnished by 
“Our Colleagues in American Business.” For that 
reason we would like to suggest that you get to 
know your suppliers better. It’s entirely possible 
that a meeting of the minds would result in a 
better product at less cost by getting the exact 
material for the job. 


REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 1801 
Executive Offices: 230 Park Avenue, New York 17, N. ¥. 
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CONSTRUCTION 








PREFABRICATED 


HEADACHE 


Until tight money came along 
it didn’t look as if anything 
could stop Jim Price’s enter- 
prising National Homes Corp. 


In the past 10 years, energetic young 
(45) James Robert Price has be- 
come the Horatio Alger of the build- 
ing business. From a standing start 
he has built his National Homes 
Corp.* into the biggest manufacturer 
of prefabricated houses in the world. 
Against a field of 90 competitors, 
Price last year built a full 25% of the 
prefabricated houses sold in the U.S. 
Of every 48 U.S. houses built during 
1955, one bore the National label. 

Growing Pain. But last month am- 
bitious Jim Price was experiencing 
some very sharp growing pains. While 
sales of new houses were down a 
sharp 17% in the first nine months 
of 1956, National’s sales tumbled 
25% to an annual rate of 17,500 units. 
Reason: the tight money situation. 
“This mad scramble for money,” de- 
clares Jim Price, “has put the squeeze 
on us.” 

All builders were feeling the pinch, 
but makers of prefabs were being 
especially squeezed. Reason: over 
77% of all prefabs normally are 
financed by VA or FHA low-cost, 
Federally guaranteed loans. Only 
43% of all new homes are. In these 
days when bankers can pick and 


*Traded over-the-counter. Price range 
(1956): high, 43; low, 1914. Dividend (1955): 
20% stock. Indicated 1956 payout: 20% stock. 
Earnings per share (1955): $1.48. Total as- 
sets: $57.0 million. Ticker symbol: none. 
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NATIONAL 
PROBLEM 


Since 1949 National Homes’ sales have shot 





than it has the housing industry in generol. 
1949=100 1 
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choose their risks, they tend to turn 
up their noses at the 442% interest 
rate on Federally guaranteed loans. 

The squeeze on National’s sales 
might have been even worse, except 
for one saving fact: National in 1947 
set up its own financing subsidiary, 
National Homes Acceptance Corp. 
To raise the money to finance NHAC, 
Price had to agree to forego dividends 
on National’s common stock, but the 
new affiliate has been standing him 
in good stead during the money 
squeeze. 


Undimmed. To a businessman of a 
different type than Price, 1956’s set- 
back might have been a profoundly 
discouraging experience. But the 
housing industry is built on boundless 
optimism, an attitude in which Jim 
Price fully shares. Instead of pull- 
ing in his horns and concentrating on 
higher-priced houses, Price is going 
all out to promote his latest model: a 
new, 3-bedroom house, which he 
claims will sell, complete with land, 
in some parts of the country for 
$7,500. 

Whether this cheap housing pack- 
age will get by the financing problem 
is, of course, a moot point. Price and 
National’s great contributions to 
home-building have been in stand- 
ardization, efficient materials han- 
dling and, above all, in merchandising. 
His rivals think he has now pushed 
these advantages about as far as they 
can go—especially with mortgage 
money apparently going to be in 
short supply for years to come. 

Price, however, thinks his troubles 
are only temporary. “I expect,” says 
he, with undimmed exuberance, “nor- 
mal growth ‘until 1962, then a real 
explosion when the war babies start 
to marry.” 


’ DISTILLERS 


SPIKED LIQUOR! 


National Distillers’ profits 
get a big lift from the earn- 
ings of its chemicals division. 


In 1949 the Big Spree was over. Liquor 
profits had been dropping steadily 
from their 1946 peak but the new- 
born boom was gulping great quanti- 
ties of industrial chemicals. Seeing the 
way things were going, National Dis- 
tillers Products Corp’s.* President 
John Edward Bierwirth, 61, looked 
ahead and organized National Distil- 
lers Chemicals Corp. as a wholly- 


*Traded NYSE. Price range (1956): high, 
293g; low, 2034. Dividend (1955): $1. Indi- 
cated 1956 payout: $1 plus 2% stock. Earn- 
ings per share (1955): $1.60. Total assets: 
$405 million. Ticker symbol: DR. 





NATIONAL’S BIERWIRTH: 
it comes in test tubes 


owned subsidiary, later absorbed it. 

Two years later, with Panhandle 
Eastern Pipe Line Co., he organized 
the National Petro-Chemicals Corp. in 
which National Distillers took 60% of 
the shares. Later in 1951 U.S. Indus- 
trial Chemicals was merged and Na- 
tional Distillers bought a 20% interest 
in Intermountain Chemical Corp. 

Vindication. At the time it seemed a 
strange move for a distiller to make. 
But this year Bierwirth’s foresight was 
vindicated. National Distillers, seated 
firmly on the chemicals bandwagon, 
was neatly bypassing the troubles 
afflicting most of its distilling rivals. 
With chemical profits doubled, Na- 
tional’s net soared 50% from $0.69 to 
$1.08 a share for the best first-half 
gain in the distilling industry. With 
chemical earnings now providing 38% 
of current net profit, National has 
pulled clear away from the big Schen- 
ley Industries in the race for the No. 
Two spot in the industry. No. One: 
Distillers Corp.-Seagrams. 

Thus off to a flying start, Bierwirth 
is still expanding in chemicals. Latest 
projects: a major titanium plant (5,- 
000 tons yearly by 1957) next to Na- 
tional’s thriving zirconium plant in 
Ashtabula, Ohio; a 10% stake in an 
atomic reactor near Princeton, N. J. 

Meanwhile National’s profits mount 
steadily from heavy chemicals such as 
the metallic sodium it supplies to tita- 
nium makers including Union Car- 
bide, National’s neighbor in Ashtabula. 
National also does well with its high- 
margin, high-demand specialties such 
as polyethylene for plastic squeeze 
bottles. 

But despite high earnings and strong 
finances, National this year will have 
no extra Christmas presents to put in 

(CONTINUED ON PAGE 47) 
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PU 
...in this position? 
“I can't afford to sell 
because of taxes.” 


If so, Pomona College can help 

= you by exchanging securities at = 

= S foday’ 's market value an ed 

= income nt guaran y= 

= the Colleg 

you will thee all tax on your = 
capital gain. 

you will reduce your 1956 taxable 
income by as much as 30% of 
your adjusted gross. 

you will be paid interest for life 
on these two tax savings. 

you will receive income for life at = 
the same rate the College earns = 
on its own investments — 

5.64% this year. 

you may provide life income for a 
survivor. 

you will lessen estate and inheri- 
tance taxes. 

you will establish a permanent 
memorial in your name 
because the principal is held 
forever by the College. 

Write today for free booklet: 

“Pomona College Annuity and 
Life Income Plans”’ 


POMONA COLLEGE 


Founded 1887 NUtry 

Assets $18,850,000 Pantone 
Rm. 203F, Sumner Hall 
= Claremont, California 5703 = 
STUAUOUOUEAONUUEOODOUOEOUEOUOOOONOAOOROOOEEONTE 


DUDEREUGUGOUOGRGOEDCONGE 
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Fabian Bachrach Photo 


HARRY HEPNER shows you how to 
outwit your worries and develop a ca- 
pacity to enjoy life—in his book that won 
the B. C. Forbes Prize Book Award, 
“THE BEST THINGS IN LIFE.” Hailed 
as another “Peace of Mind.” Once you 
read a copy, you'll want extras to share 
with your friends. On sale at leading book 
stores, $3.95, or direct from publisher. 

For your copy of Harry Hepner’s “The 
Best Things in Life” simply return this 
ad with $3.95 (in N.Y.C. add 3% sales 
tax) and your name and address to: 


Forbes Inc., Dept. H 6001 
80 Fifth Ave., New York 11, N. Y. 
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LABOR RELATIONS 








Why Do Workers Resent “The Boss”? 


A younc man in his thirties is 
giving management some troubled 
and restless moments. He’s not a 
“Young Turk” in the union move- 
ment flexing his muscles. He’s not 
an eager beaver tax sleuth. He’s 
not a shrewd raider. In fact, he’s 
a college professor from Yale. He is 
Dr. Chris Argyris, and he’s in 
charge of the Yale University 
Laboratory Management Center, a 
research organization engaged in 
important sociological probings into 
that fluid area of employer-em- 
ployee relationships. 

It is the good doctor’s thesis that 
management may be fighting a 
hopeless battle with its multi- 
million-dollar programs to boost 
employee morale. 

Today thirty cents of every pay- 
roll dollar goes into fringe bene- 
fits. In return for this corporate 
largesse, management would be 
less than human if it did not hope 
and/or expect just a little gratitude, 
not by snivel or kow-tow, but by a 
spirit of cooperation. Yet the record 
is clear. Fringe benefits have not 
increased productivity, cut down on 
grievances, stopped unionization, or 
changed in any substantial degree 
the worker’s stereotyped impres- 
sion of “The Boss.” Management 
has been wondering why for many 
years, and some employers simply 
mark it down to the cliché that the 
employee has been spoiled by good 
times. 

Dr. Argyris has a more reasoned, 
less off-the-cuff answer. He says 
that the formal organization struc- 
ture of American business makes 
the employee passive, dependent, 
subordinate. As any organization 
chart will show, every enterprise 
sets the President on the top and 
the worker on the bottom of a 
strict hierarchy. Like the army— 
and chain of command in business 
is strictly a steal from the military 
—there is a stern authority over 
every employee activity. This kind 
of structure is completely at odds 
with our democratic tradition. 

What’s more, boss-worker con- 
tacts in industry are really a 
re-creation of the parent-child re- 
lationship the worker knew and 
often resented when he was a tot. 
As an infant, the individual is of 
necessity dependent on his pop and 
mom. But in the growing-up stage 
our whole education is aimed 


at making him 
more independ- 
ent. Youngsters 
are inculcated 
with the idea 
that they must 
learn to stand 
on their own. 
In school texts 
the heroes are 
those who made their own way. To 
outgrow one’s dependence on par- 
ents and become untied from 
mother’s apron strings is the crux 
of our philosophy on the upbring- 
ing of children. 

Then the child grows to manhood 
and gets a job in industry. What 
happens? He finds himself trapped 
in a stratified structure which re- 
creates his childhood dependence. 
He has “strict parents” over him on 
every step of the industrial ladder. 
There are foremen and _ super- 
visors and executives telling him 
what to do, how to do it, when to 
do it. His work is planned for him 
—every detail of it—by efficiency 
engineers. His routine is chartered, 
his rest periods planned in five- or 
ten-minute intervals. And if he 
veers from this narrow path laid 
down by his industrial parents, he 
is “spanked” or disciplined. In ad- 
dition to all this his work is so 
simplified that he often complains 
“even a baby can do this.” 

Finding himself “caged up,” what 
can an employee do to relieve this 
strait jacket situation? 

1) He can leave his job. But that 
doesn’t help much because there is 
nowhere he can go where the 
organizational structure is different. 

2) He can try to curb his “par- 
ents”; he joins a union to limit 
management’s authority. But the 
union too soon becomes bureau- 
cratic and places him in a sub- 
missive role. 

3) He can resist the condition by 
slowing down production, just as a 
child will show resistance by re- 
fusing to eat all it should. 

4) He can squeeze management 
for greater favors. Just as a parent 
will offer Junior toys and candy to 
be a good boy, so management pays 
off in higher wages and fringes to 
allay some of the unconscious re- 
sentment of the employee. 

What is the answer to all this? 
Dr. Argyris frankly has no quick 
remedies. 


Lawrence Stessin 











FORBES, NOVEMBER 1, 1956 





i= 


a ae 











dividend envelopes. Explains Bier- 
wirth: “We'll pay our regular $1 divi- 
dend all right, but the current 2% 
stock dividend shows the tack we'll 
take for the next few years of impor- 
tant. growth.” Further expansion in 
chemicals, he intimated, would be fi- 
nanced from the extra profits now 
jingling in National’s pockets. 

To old-line liquor men, it looked 
as if National Distillers, world’s 
largest seller of straight whiskies (Old 
Crow, Old Taylor, Old Grand-Dad, 
Old Overholt), had come up with an- 
other winner in its straight profit po- 
tion: Old Chemical. 


UTILITIES 


SORRY, WRONG 
NUMBER 


When Southern New England 
Telephone went to market, 
paradoxically its steck came 
back again because it was 
priced too low! 


Lire in the Nutmeg State was spiced 
up last month in a peculiar way. It all 
started when Lucius S. Rowe, 54, 
president of Connecticut’s Southern 
New England Telephone Co.* decided 
to offer his 50,000 stockholders rights 
to 679,012 shares of common stock. 
With the proceeds, Rowe intended (1) 
to use three quarters to repay short- 
term loans from American Telephone 
& Telegraph (which owns 21.6% of 
the Connecticut company’s stock), 
and (2) use the rest for expansion. 
Recently Rowe hooked up his mil- 
lionth customer, but there are plenty 
more waiting. 


Hello, Again. Rowe had proposed 
a similar sale of stock last year— 
at $33 a share—but ran into troubles 
because the price was “too high.” This 
time he asked the Connecticut Public 
Utilties Commission to approve a $30 
asking price, a sum which would bring 
in some $20.4 million. But the com- 
missioners said no. The $30 price, they 
ruled, was “more than reasonable”— 
more than reasonably low, that is. In- 
stead, they suggested a $32 price, 
which would fetch $21.7 million into 
the phone company’s coffers. But this 
time Rowe and his financial advisers 
demurred, and Rowe withdrew the 
offering. “Until the courts decide,” 
said he, “we’ll just have to run up our 
account by borrowing more short- 
term money from AT&T. Meanwhile, 
we'll sit tight.” 


*Traded over-the-counter. Price range 

(1956): high, 4034; low, 3814. Dividend 

(1955) : $2. Indicated 1956 payout: $2. Earn- 

per share (1955): $1.94. Total assets: 
on. 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW_ISSUE October 17, 1956 


400,000 Shares 
Commonwealth Edison 
Company 


4.64% Cumulative Preferred Stock 
(Par Value $100 Per Share) 


Price $100 per share 


plus accrued dividends from November 1, 1956 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation Glore, Forgan & Co. 




















This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities, 
The offering is made only by the Prospectus. 


NEW_ISSUE October 17, 1956 


311,040 Shares 


Bucyrus-Erie Company 


Common Stock 
($5 Par Value) 


Holders of the Company’s outstanding Common Stock are being offered rights 
to subscribe at $42 per share for the above shares at the rate of one share for 
each five shares of Common Stock held of record on October 16, 1956. Subscrip- 
tion Warrants will expire at 3:30 P.M., Eastern Standard Time, on October 
31, 1956. 

The several Underwriters have agreed, subject to certain conditions, to 
purchase any unsubscribed shares and, both during and following the subscrip- 
tion period, may offer shares of Common Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained from any of the several underwriters, includ- 
ing the undersigned, only in States in which such underwriters are qualified to act 
as dealers in securities and in which the Prospectus may legally be distributed, 


The First Boston Corporation 
Glore, Forgan & Co. Goldman, Sachs & Co. Kidder, Peabody & Co. 
LehmanBrothers Merrill Lynch, Pierce, Fenner & Beane Dean Witter & Co. 
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‘TLL TELL THE 
WORLD” 


Some companies won’t even 

talk about this year’s busi- 

ness. But General Cable is 

already talking about next 
year’s. 


“A sekret ceases tew be a sekret if it 
iz once confided. It iz like a dollar bill: 
once broken, it iz never a dollar agin,” 

—JosH Briincs’ “ArrurisMs.” 


Britincs was joshing, but many a 
corporate chieftain feels the same 
way. Not General Cable Corp.’s* 
Chairman and President James R. 
MacDonald, 53. Last month he was 
openly confiding these “sekrets” to 
the New York Society of Security 
Analysts: 
@ This year, General Cable’s sales, 
mainly copper and aluminum wire 
and cable, for electrical and com- 
munications use, will rise to some 
$190 million (up from 1955’s $129.4 
million, a postwar high). 
@ Net income after taxes will run to 
about $12 million—or about double 
last year’s $6.5 million—with earnings 
per share up from $2.73 to about $4.25. 
e Next year’s showing will be even 
better. So optimistic was MacDonald 
in predicting higher sales and earn- 
ings in 1957 that he deviated from his 
text, which read “15 to 20%,” ver- 
bally upped the figures to “20 to 25%.” 
Going and Growing. Cheery Jim 
MacDonald was basing his ebullient 
view largely on looming expansion of 
his customers’ operations. About 33% 


goed NY E. Price a ., (1956) : high, 

$1.30. Indi- 
cate ane ER 
(1955) : $2.73. Tota assets (1955) : 
lion. Ticker symbol: GK 


r share 
74.8 mi- 





GENERAL CABLES MACDONALD: 


is customers are busy 


48 





of General Cable’s sales go to electric 
utilities; 32% are orders from tele- 
phone systems; 18% come from the 
building trades; government orders 
and consumer goods account mainly 
for the rest. The combined impact 
of such lively custom on General 
Cable itself has been great. Since 
July 1955, it has acquired four plants, 
completed two others ‘(mainly to 
make telephone cable), and en- 
larged and expanded existing plants. 

All these additions, MacDonald told 
the analysts, “fit into our over-all 
plan” of staying in the electrical and 
communications wire and cable in- 
dustry. Save for two items—a $4- 
million loan, borrowed against a 1954 
bank credit of $10 million, and acqui- 
sition of Alphaduct Wire & Cable Co., 
a subsidiary of General Telephone 
Corp. for 375,000 of General Cable’s 
common—all expansion was financed 
with retained earnings. 

One thing was clear: General 
Cable’s present fortunes are a far cry 
from its traditional fate of fluctuating 
customer purchases and vulnerabil- 
ity to the ups and downs of copper 
prices. Both could occur again, but, 
gazing into 1957, MacDonald foresees: 
(1) continued adequate supplies of 
raw materials, including copper; (2) 
a substantial backlog of orders. Yet, 
he feels, the full benefit of General 
Cable’s recent expansions will not be 
fully felt until perhaps 1958. “If 
you’ve concluded,” he told the ana- 
lysts, bringing an appreciative guffaw, 
“that I’m optimistic about the future 
of General Cable, you would not be 
incorrect.” 


VARIETY CHAINS 


5¢, 10¢ and $100 


Nobody would know the old 

five-and-dime in Newberry’s 

glistening new “variety de- 
partment store.” 





On October 12, in a welter of welders, 
I-beams, mud, and workmen, the U.S.’ 
latest big shopping center, the Mid- 
Island Shopping Plaza, opened in Long 
Island’s fast-expanding and thorough- 
ly misnamed Hicksville. Like many an- 
other center, it will be months to com- 
pletion, but reporters, shoppers, and 
sightseers already clogged its new- 
laid pavements and jammed its inade- 
quate approach roads to see the latest 
example of what U.S. retailers and 
realtors had wrought. Among the 
sights: the “largest variety depart- 
ment store in the world” opened by 
the United States’ fifth-largest variety 











“OUT ON A LIMB——— 


This is how General Cable's Presi- 
dent J. R. MacDonald estimates 
his sales and earnings for next 
year, 


Earnings Sales 
Year Per Share (millions) 
1954 $2.31 $97.4 
1955 2.73 129.4 
1956 4.25 (est.) 190.0 (est.) 
1957 5.+ est.) 240.0 (est.) 











retail chain, J. J. Newberry Company.* 

Hard to Recognize. The latest addi- 
tion to Newberry’s 476-store, 46-state 
chain was a far cry from the old red- 
fronted five-and-dime. It is equipped 
with escalators, 90,000 square feet of 
attractively-decorated floor space, and 
merchandise running the gamut from 
tablecloths to $100 TV sets (over 50% 
of sales will be in apparel and tex- 
tiles). Shades of the old cash-on-the- 
barrelhead dime stores, the new 
Newberry store is literally plastered 
with signs urging customers to “just 
charge it.” The company, in fact, pre- 
fers to call its latest edition a “variety 
department store.” 

And Profits? President John E. Nel- 
son, 53, who has boosted sales 89% 
since World War II, has announced 
still more ambitious plans for the fu- 
ture: sales of $300 million within three 
years. 

Profits, however, have been an- 
other story. In the current variety 
store revolution, competition has 
become hotter from the newly-com- 
peting non-food lines of the grocery 
chains at one end and from the full- 
scale department stores at the other. 
As a result Newberry has never been 
able to repeat the peak profit of $7.6 
million garnered way back in 1946, 
despite burgeoning sales. 

Mute evidence that this competi- 
tion will continue was- provided by 
Hicksville’s mammoth new depart- 
ment store, Allied Store’s 325,000- 
square-foot Gertz’s which opened the 
same day and a stone’s-throw from the 
new Newberry. Thus the latest New- 
berry store raises almost as many 
questions as it answers. Item: in tak- 
ing the expensive plunge into “variety 
department stores” is Newberry forg- 
ing new profit paths or merely run- 
ning faster to stand in the same place? 


or nt NYSE. Price range (1956): high, 
low, 33. Dividend (1955): $2. Indicated 
ibbe payout: $2. Earnings per share (1955): 
ap ot assets: $95.5 million. Ticker sym- 





FORBES, NOVEMBER 1, 1956 











1951 





JFMAMISJSAS OED 





*Fina!l figures for the five components (1947-49=— 100) 


Sept. Oct. Nov. 


Dec. Jan.('56) Feb. 


April 


May June 


July 
136.0 
116.6 
100.3 
121.6 
168.4 


Aug. 
141.0 
118.0 
101.0 
120.4 
177.2 


Sept. 
142.0 
118.2 
100.8 
121.4 
177.2 


Production. ........ 
Employment........ 
Hours 


Sales. 


141.0 
114.0 


143.0 
114.3 
103.0 
116.6 
159.3 


144.0 
114.7 
103.3 
117.6 
165.4 


144.0 144.0 
114.9 115.1 
103.5 101.8 
116.5 118.4 
159.5 168.9 


143.0 
115.0 
101.5 
112.8 
177.2 


143.0 
117.3 
100.8 
116.4 
164.8 


142.0 
117.6 
100.3 
116.4 
172.0 


141.0 
118.1 
100.5 
118.3 
161.4 





THE MARKET OUTLOOK 


Letter to a Client 


Dear Sr: 

This is a frustrating period for 
those who only think and act in 
classical terms .. . for those who 
always seek a “pat” label, who “hang 
their hats” on generalizations. It is 
a very rewarding period, however, 
for those who know that speculation 
is not a simple business . . . that 
agility, not complacency, is the key to 
success today ... that a new and 
different market environment re- 
quires a changed approach. 

All of which is by way of again 
emphasizing two thoughts: (1) I 
strongly doubt that we are in a bear 
market—or for that matter a bull 
market—in the classical sense of those 
terms. Rather, it seems to me that 
this has been, and still is, a year of 
“baby” bull markets, of “baby” 
bear markets, of broad average-wise 
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by SIDNEY B. LURIE 


swings within an 
established frame- 
work. (2) While 
the market, as 
measured by the 
averages, may be 
on little more 
than a treadmill, 
there have been, 
and will continue 
to be, many individual opportunities 
for profit. Just as there will be many 
risks of loss if the selection is poor. 
If this be true, and it has been thus 
far in 1956, why emphasize the fact 
that there is a ceiling to the market 
as a whole? Why not give equal 
stress to the fact that there has been 
a floor, too? 

Sure, I’m repeating myself. You’ve 
heard me make these points before. 
But the average person has a habit of 


listening—and not heeding. Particu- 
larly when we’re enveloped by what 
might be termed a “neither fish nor 


fowl” background. Sure, this has 
been a difficult year—but only for the 
opportunistic speculator whose com- 
mitments were based on the hope of 
a “flood tide.” They’ve forgotten the 
fact that the astute professional buyer 
is a sobering influence on both sides 
of the stock price coin. And they’ve 
overlooked the fact that the diver- 
gence is normal. 


In a word, I can’t stress too strong- 
ly the fact that this is a year when 
unorthodox market policy probably 
will be most rewarding. By unortho- 
dox, I mean a policy of flexibility, of 
recognizing the fact that the tra- 
ditionally “best” names are not neces- 
sarily the best purchases. Matter of 
fact, a shift in emphasis already has 
taken place. Witness the fact that 
what you would term the cyclical 
stocks have been reaching new highs 
whereas the growth stocks are well 
below their 1956 highs. And are likely 

(CONTINUED ON PAGE 64) 
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MARKET FORECASTING 
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NOW LOOK AT THE MAN 
WHO PREDICTED THE BOOM 


By clearing out the cobwebs from the historic Dow 
Theory and piling up an impressive record of stock 
market profits, Schaefer’s modern interpretation has 
stilled the skeptics and fanned new life into the “Dow.” 


Just a few short years ago many 
investors were still shrugging a col- 
lective shoulder at the ability of the 
venerable Dow Theory to effectively 
point out future stock market trends. 
At approximately mid-century the 
decline in the prestige of the “Dow” 
abruptly halted and the greatest of all 
stock market forecasting techniques 
took a new lease on life. The current 
swelling in the ranks of investors 
who once again follow the now mel- 
lowed and often misunderstood The- 
ory is widely credited to the exhaus- 
tive efforts and important technical 
improvements contributed by E. 
George Schaefer, a tall, soft-spoken 
Hoosier from Indianapolis. 

To Schaefer, his remarkable devel- 
opment of a new, modern interpreta- 
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tion of the late Charles H. Dow’s 
studies has been a labor of love. An 
uncanny knack of knowing how to 
penetrate the core of the elusive 
Theory, and his astonishingly suc- 
cessful stock market forecasts have 
gained Schaefer a wide following 
among thousands of investors, many 
of whom regard him today as the 


man who predicted history’s greatest 
boom. 


Nobody Believed Him 


Schaefer first skyrocketed to na- 
tional attention as a result of his now 
famous “turning point” market letter 
on June 18, 1949. As many investors 
remember only too clearly, stocks 
were then at the bottom of a long 
bear market, and in the opinion of 


Advertisement 


HOW FORECASTER CORRALS BULL MARKET: Capitols influence capital, so Schaefer keeps close touch 


many, likely to stay there. With the 
Dow-Jones Industrial Average wal- 
lowing in the low 160’s and against 
the advice of most of those who had 
been associated with him during his 
many years with a bank and stock- 
broker, Schaefer urged investors to 
buy immediately and hold on for a 
long term primary trend upward, 
which his studies indicated would 
last until good dividend paying is- 
sues, then yielding about 6%, re- 
turned to yields in “the 3% to 342% 
area.” By October 4, 1952, when the 
Dow-Jones Industrials were at the 
270 level, his following had grown by 
leaps and bounds. But both profes- 
sional and private investors sat up 
and took notice when he published 
the first of seven widely acclaimed 
Boom Market Studies. It was in this 
1952 Study, “The Coming Boom,” that 
he wrote: “The odds are in favor of 
your holdings doubling in price. . . 
our long term projection, stating that 
this bull market will progress to about 
the 400-450 area by 1955 is conserva- 
tive ... Should the yield go as low as 
3.1%, as it did in 1929, then the indus- 
trial average will go to 522, if divi- 
dends remain the same as now.” But 
while they were beginning to admire 
Schaefer’s direct, gloves-off forecasts, 
there were still many Dow Theory 
skeptics who just sat back and pre- 
ferred to wait and see. 
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As Schaefer looks back on it today, 
the storm of controversy he stirred 
up among readers who were bearish 
and who roundly criticized his bullish 
opinion was not completely unex- 
pected. Accepting it as a not too illog- 
ical culmination of 20 years of active 
and arduous research into such a 
complicated forecasting technique as 
the Dow Theory, he says smiling, “to 
find and follow the road to success in 
the stock market is perhaps the most 
exasperating problem of all to in- 
vestors. Most of my other Boom 
Studies have also stirred up ‘tempests 
in a teapot’ because these forecasts, 
too, have often failed to ‘follow the 
crowd.’ Unfortunately, watching and 
waiting while buying spots go by 
is a favorite occupation of many in- 
vestors. What they do not seem to 
realize is that the best buying oppor- 
tunities are usually found when others 
are bearish and a feeling of hopeless- 
ness pervades the stock market. 

“To those who will take time to 
learn and apply it,” he adds, “the Dow 
Theory offers valuable guidance, since 
it is a method of recognizing the major 
or primary trend direction. Any in- 
vestor who diagnosed the primary bull 
trend as beginning in 1949 and who 
stayed fully invested all the way up 
is on the road to success under the 
Dow Theory. In all probability he has 
accumulated some handsome profits, 
thanks to this time-tested method.” 


Success Revealed in 
Model Accounts 


Generally regarded in financial cir- 
cles as the only Dow Theory analyst 
who has steadfastly remained bullish 
on the primary trend since 1949, 
Schaefer’s Dow Theory Trader service 
has mushroomed—moving from about 
25th in size only 3 years ago, to within 
the first seven in the country today. 
Perhaps one of the primary reasons 
for this astonishing success is the 
fact that Schaefer is not a man who, 
while prescribing procedure for 
others, hesitates to take his own 
“medicine” too. This “medicine” has 
been dramatically illustrated each 
week in the form of two unique Model 
Investment Accounts which are in- 
cluded as a regular feature of his 
service. Today, 69,453 subscribers’, 
including several hundred banks, cor- 
porations, stock brokers, investment 
trusts and insurance companies, in ad- 
dition to individuals, eagerly follow 
the progress of these accounts in which 
he exposes his complete portfolios to 
the constant scrutiny of all his clients. 
A valuable innovation to aid investors 
which no other Dow Theory analyst 
has yet seen fit to try. 

Since these two Model Accounts 
were established in 1949, Schaefer’s 
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*Regular and trial subscribers since 1949. 
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market policy has been to ride the 
primary bull trend under the Dow 
Theory with a diversified list of stocks 
all the way up. During the past seven 
years, while the Dow-Jones Indus- 
trial Average was climbing over 350 
points from its 161.60 low close of 
June 13, 1949, the Dow Theory Trad- 
er’s investment procedure has been 
to stay fully invested as the market 
surged upward, and to hold a diversi- 
fied group of growth issues “in har- 
mony with the major up-trend.” 

The two accounts, started with 


PERIPATETIC ANALYST SCHAEFER 
Covers the country in whirlwind tours 


$50,000 capital in each, were primarily 
established to help build needed con- 
fidence among subscribers in a great 
bull market to come . . . convince his 
readers how bullish he believed the 
market to be, and to give them a con- 


Advertisement 


crete example of how long-term prof- 
its are made under the Dow Theory. 
To do this, diversified stocks were 
selected and bought at prevailing 
prices in 1949. Since then these 
accounts have been illustrated each 
week as dividends were left to ac- 
cumulate and were reinvested on re- 
actions, as stock splits and stock 
dividends were added and as commis- 
sions were deducted. And as an 
additional feature, all contemplated 
selling and buying is given to sub- 
scribers before execution so that each 
knows what Schaefer is going to do in 
advance. 

Representing an effort to place the 
facts, rather than the more common 
type of fence-sitting forecasts before 
the investor, Schaefer’s two Model 
Accounts are likely to live long in 
the annals of financial history. For 
the time being, however, the results 
obtained in the accounts themselves 
speak eloquently enough for the suc- 
cess of his improved Dow Theory in- 
terpretation. In the No. 1 (Invest- 
ment Quality Stocks) Account, the 
original market value of $50,000 has 
grown to $230,059.14, while the same 
amount invested in his No. 2 (Specu- 
lative) Account has increased to 
$156,522.18. While some _ investors 
have said that anyone who invested 
in the market in 1949 should have 
obtained fair profits by now, many 
of these same people were the doubt- 
ful ones at that time and continued 
to miss out by failing to take advan- 
tage of the 17 other sharp market re- 
actions which took place during the 
past seven years. Schaefer’s outstand- 
ing record has been achieved only be- 
cause he advocated a fully invested 

(Continued on next page) 
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position throughout this period and 
advised further purchases whenever 
sharp reactions took place. 
Unhedged Forecasts 

As one prominent banker said re- 
cently, “It is a rare and refreshing 
experience to subscribe to an advisory 
service which candidly offers its 
readers an unhedged forecast of the 
stock market.” Today, when bouquets 
are more plentiful for Schaefer than 
brickbats, he remembers that there 
are still two sides to a coin and takes 
the chameleonlike complexities of 
human nature in his stride. Admit- 
ting that he’s had some uncomfortable 
moments at times when his forecasts 
have made him a lone wolf among 
other advisory services, he says that 
he’s beginning to get used to it and 
“would not be too surprised to again 
find myself a target of criticism by 
bullish investors when the time comes 
to sell.” Schaefer, who clads his quiet 
demeanor in casual English tweeds, 
does not resemble the universal con- 
cept of the aloof financier. With dis- 
arming candor he refuses to dodge 
pointed questions about the pitfalls 
of prognostication. To those who once 
said that the Dow Theory was archaic 
and should have been scuttled long 
ago in favor of more fashionable fore- 
casting methods, Schaefer’s answer is 
simple but straight. “Let’s face facts. 
Perhaps to some small degree this 
was true, but few people really have 
made an effort to understand the Dow 
Theory. Most go astray by not study- 
ing all the factors influencing the 
market. They rely on the interpreta- 
tions of some out-of-date book and 
fail to realize that many advance- 





















































GAINS IN NO..1 
Model Investment Account 

Thousands of Dollars 

180 

160 

140 

120 

100 

80 

60 

40 

20 

0 

1949 50 ‘Sl ‘52 ‘53 "54 55 '56 











This model Investment account was started 
in 1949 with working capital of $50,000 and 
pte in 16 diversifie investment-grade 

8. Total market value to a (Oct. 
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ments and improvements have been 
made in diagnosing the primary trend. 
The Dow Theory was never meant 
to rely upon the often-deceptive pat- 
tern of the averages alone. Charles 
Dow himself, in fact, placed greater 
emphasis on Growth, Values, Earn- 





MARKET TIMING 


For Schaefer, one more index 


ings, Mass Psychology, Economics and 
‘Staying invested in harmony with the 
primary bullish trend.’ Unfortunately 
emotional influences, such as we have 
witnessed in 8 severe reactions dur- 
ing the past 18 months alone, come 
into play and about 85% of all inves- 
tors are still misguided into buying on 
a short-term bullish flurry or selling 
on a_ short-term bearish trend— 
usually at a loss.” 
Key to Market Profits 

“We have been able to analyze cor- 
rectly major market movements for 
our clients,” he adds, “by using seven 
time-tested technical approaches, all 
keyed to the Dow Theory. These are 
our 200-Day Investment Line, Dow’s 
50% concept, the Yield Cycle, Short 
Interest Volume Ratio, Odd-Lot In- 
dex, Three Phase Studies and Consen- 
sus Opinion.” 

Perhaps the most important of these 
concepts, according to Schaefer, is that 
the market is composed of three 
trends, all acting and interacting upon 
each other at all times. Sometimes one 
is more noticeable than the other two, 
and at times (such as during sharp 
shakeouts or intermediate declines 
within a long-term primary bull 
market) they move contrary to each 
other. On other occasions all three 
move together in the same direction 
and stage dynamic moves in the stock 
market. These three trends are called: 
1. The Minor Trend, 2. The Intermedi- 
ate Trend, and 3. The Primary Trend. 

“A helpful way to think of these 
three trends,” Schaefer says, “is to 
liken them to the ocean’s ripples, 
waves, and tide. Just as it takes the 
tide a long time to come in, from its 
beginnings far out from the shore, so 


it takes the primary trend in the stock 
market’ a long time to run its full 
course. 
trends have run from 4 to 8 years, and 
primary bear trends have progressed 
from 3 to 5 years. 

“When, during a major bull market, 
an investor allows surface market re- 
actions (short-term declines) to in- 
fluence his judgment, as an astonish- 
ing number of hit and run investors 
did—even during the sensational 1921- 
29 Bull Market—he will be fortunate 
if his losses are only small ones.” 

Despite the fact that it takes a fully 
trained staff of 27 employees to pub- 
lish the weekly 6-page market letter 
at the close of the market each Fri- 
day, Schaefer insists on gathering and 
weighing all information and tech- 
nical data himself. But the long hours 
he devotes to his work are nothing 
new to Schaefer. They differ little 
from his days at the University of II- 
linois, where he received both B.S. 
and M.S. degrees in engineering and 
began the study of the market theory 
which was to eventually establish him 
as one of the best known figures in 
finance. Then it was his exhaustive 
research in the application of engi- 
neering slide rule techniques to his 
scientific study of the stock market 
that carried him into the early hours 
of the morning. Now it may be a night 
telephone call from a client instead, 
who is seeking counsel about a sharp 
price break or any other kind of in- 
vestment problem giving him concern. 

While Schaefer’s office houses charts, 
technical studies and perhaps the 
most complete library extant on the 
Dow Theory, he recoils at the thought 
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in 1949 with working capital of $50,000 and in- 
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WITH VISITING CLIENT: 


Personal contacts too 


of being identified as a rocking chair 
research analyst. A typical day might 
find him ambling over to the In- 
diana State Capital Building to dis- 
cuss political trends with friends in 
the legislature, dropping over to the 
office of Thomson & McKinnon, a 
New York Stock Exchange firm with 
whom he was associated for many 
years, and then rushing back to his 
office to keep an appointment with an 
out-of-town client who has come to 
visit him in Indianapolis. On another, 
he might be in the middle of a whirl- 
wind tour to visit some companies 
which he has under study as possible 
investment recommendations, or on a 
trip down to Washington or New York 
to keep in contact with whatever 
events may be influencing the money 
market. An _ indefatigable worker, 
Schaefer has little time for vacations. 
He has discovered a method for gen- 
erating the necessary energy by get- 
ting up a little earlier than other busi- 
nessmen and walking part way to his 
Salem Street office. 


Book Applauded by Investors 

The result of his more than 20 years 
of Dow Theory research has been 
succinctly presented in Schaefer’s 
fact-packed book, “Investment Proce- 
dure.” Composed of many of his actual 
letters, charts and technical studies, 
this vigorous analysis of primary 
trend forecasting has attracted the 
attention and plaudits of both profes- 
sional and private investors through- 
out the world, since it places a much 
needed description of “just what the 
Dow Theory is” at the disposal of in- 
vestors in clear, easy-to-follow order. 
Candidly revealing his forecasting 
methods and technical interpretations, 
Schaefer shows how these methods 
can identify the factors that cause 
market deciines as well as rises. 

For investors who have been guided 
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by Schaefer’s Dow Theory Trader 
service, market declines seem to carry 
little of the mental indecision which 
grips those who are guided by emotion 
instead. Perhaps this is because 
Schaefer has consistently pointed out 
that intermediate and short term 
market corrections can offer unusual 
buying opportunities when properly 
timed. Subscribers to his service have 
learned to take advantage of these 
market reactions—often at the very 
time when others, to their ultimate 
financial chagrin, were selling. 

It seems superfluous to say that 
most of the early clients who came 
into Schaefer’s fold have remained. 
With thousands. taking his service to- 
day, he still gets the same kick out of 
hearing about the successes of indi- 
viduals who have followed his advice 
and invested their own funds when he 
did in his Model Accounts. One case 
history, recently reported in Schaefer’s 
September 15, 1956 letter to clients, 
told of an investor who had sought his 
counsel in 1953 when his losses totaled 
$65,000. He was advised to hold for a 
profit which Schaefer believed “would 
be around $600,000” as the bull market 
neared its final peak. The client, who 
Schaefer has never met, gave him per- 
mission to publish his case history so 
that it might benefit others and wrote: 
“At the present time I have a paper 
profit of over $730,000—more money 
than I ever expected to make in my 
life. I could take down this profit and 
be very happy. However, I have been 
a constant client of your service for a 
good number of years and I have been 
thoroughly indoctrinated with your 
thoughts and teachings. Therefore any 
thoughts I have of selling at the 
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SCHAEFER ON INDUSTRY SURVEY: 


“Rocking-chair research” not for him 


present is well ‘nye’ impossible and yet, 
I feel that would be the proper thing 
to do. When your mind is in that state, 
the pupil must always turn to the 
teacher for guidance.” 

The success of Schaefer’s unusual 
technique can perhaps be most readily 
grasped by a glance at the chart on 
page 51 indicating when each of the 6 
Boom Articles were published which 
followed the widely discussed 1952 re- 
port, “The Coming Boom.” The second 
Study, “The Boom Begins,” written 
13 months later and at a time when the 
whole country seemed to be recession 
conscious, was followed in August, 
1954 by “Short Term Decline Ahead” 
in which he warned investors to wait 
for the attractive “buying area” which 
he predicted would precede a new and 
important advance in 1955. To take ad- 
vantage of this opportunity when it 
came just 3 months later, and to build 
up buying confidence when “election 
nerves” were shattering investment 
equilibrium, Schaefer next published 
“Higher Prices Coming.” By May 3, 1955 
another report, “The Boom Expands” 
had been sent out to the Dow Theory 
Trader’s rapidly increasing readership 
and then, when investors were stunned 
by the market’s sharp drop in late 
September of the same year, Schaef- 
er’s “Colossal Upsurge Ahead” was 
already in the mail urging investors to 
buy again. With one study already 
written this year Schaefer and his staff 
have been digging in, during the last 
6 months, to gather information, sur- 
vey technical trends, earnings indices 
and economic projections for what 
they believe is the most important re- 
port yet published by Schaefer, and 
which they say, is so direct that 
upon it may well “hang the fate of 
his career.” This important new an- 
alysis and market forecast, corre- 
lated with the Dow Theory, is called 

(Continued on next page) 
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SCHAEFER 


(ConTINUED FROM PAGE 53) 


“Fabulous Profits Coming,” and to also 
guide his subscribers Schaefer has 
pinpointed “24 Growth Situations I 
Like Best for 1957” (see description in 
adjoining column). Despite his suc- 
cessful record, Schaefer as this latest 
study indicates, is not an irreconcila- 
ble bull about the market. He believes 
in telling investors what he thinks 
they should know, not what they’d like 
to hear. Expecting a major reaction 
“probably early in 1958,” Schaefer first 
expects “a tidal wave of speculative 
profits in which selected low priced 
stocks will explode through the ceiling 
of previous market highs and afford 
alert investors an opportunity to cap- 
ture some of the most incredible 
profits yet seen in stock market his- 
tory. This advance,” he says, “will be 
similar to the rise of late 1928, as the 
major bull market in force since mid- 
1949 moves slowly toward the rampant 
speculative finale of the present boom. 
However, as has happened often be- 
fore, many investors will not be 
around to trap the full benefits from 
these tremendous profits. They will,” 
he adds with resignation, “have been 
scared out too early by interim re- 
actions.” 








Have you read 


INVESTMENT ) 
PROCEDURE? | 


This unique book- 
let, written by E. 
George Schaefer,may \ 
give youanentirelynew 
concept of investing! . 


Based on 23 years of 
Technical Research cor- 
related with the Dow 
Theory, the author's years 
of experience with a bro- 
kerage house and a bank, 
and his invaluable contacts 
with thousands of investors 
who subscribe to “The Dow Theory 
Trader” service, this booklet reveals 
many secrets of successful investing. 


“Investment Procedure” is completely 
illustrated with charts, technical studies, 
market letters, examples of model ac- 
count procedure in two model accounts 
(during the past 6 years) and Dow 
Theory investment discussion. This un- 
usual booklet shows how important 

— have been made under the Dow 
eory. 


Make sure you get a copy of this val- 
uable aid to profitable investing. Simply 
fill in the coupon, attach check for $5 
—and mail today! ( 
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SCHAEFER’S “The Dow Theory Trader” 
3636 Salem Street ¢ Indianapolis, Indiana 


My check for $5 en-losed. Please send me a 
copy of “Investment Procedure.” 
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PROFITS 
COMING! 


... ochaefer’s Newest Market Report 


plus 24 Growth Situations 
he likes best for 1957! 





























“An explosive upsurge to the 675-725 level in the Dow Jones Industrial 
Average, within the next 18 months, will mark the finish of history’s 
greatest Bull Market,” according to a press release announcing the publica- 
tion of E. George Schaefer’s newest Boom Study, “Fabulous Profits Com- 
ing.” The astonishing stock market analyst, who has revolutionized Dow 
Theory thinking with the development of a modern, more sensitive interpre- 
tation of this important investment barometer, adds in one of his famous un- 
hedged statements to investors: “My technical studies now indicate that the 
time has again come for informed investors to ignore the emotions of the 
crowd in a nervous market, and to get and remain fully invested in carefully 
selected growth stocks for a rampant and unprecedented primary advance.” 
Outlined, step-by-step, so that his clear and vigorous interpretation can 
be easily followed by serious minded investors from beginning to end, few 
readers are likely to forget the colorful, graphic descriptions in this report 
which show how Schaefer arrives at his viewpoint and conclusion. 
Revealing his own selections in this study, Schaefer has also prepared a 
special additional report on “24 Growth Situations I Like Best for 1957.” 
These include 8 high-quality growth stocks, 6 medium-quality stocks with 
excellent growth outlook, 3 special growth situations, 3 selected rails serving 
growth industries and 4 low-priced issues with growth potential. It 
seems needless to say that these reports should carefully be read and re- 
read by all investors interested in making profits in the next major move- 
ment of the bull market. Both are available, see special offer on next page . .. 
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WAYS YOU 
WOULD HAVE 
PROFITED 


.. . by Answering Schaefer's Ad in This Maga- 
zine Just 2 Years Ago Today When the D-J In- 
dustrial Average Was at Approximately 360 


The following recommendations are taken directly 
from The Dow Theory Trader's weekly letter to clients: 


11/6/54 The swift upward climb to new 25 year highs . . . is now ready 
to be resumed . . . regardless of unfavorable news . . . In my opinion 
all reactions between now and the end of the year should be utilized for 
buying. (Poor 3rd quarter earnings and election results were then in- 
fencing the market.) 

3/5/55 It now becomes reasonably certain that a healthy advance lies 
immediately ahead. (Beginning of the Senate Investigation of the Stock 
Market.) 

11/5/55 For the next 60 days, or so, the odds favor a highly selective 
and vigorous advance in many investment issues. Our advice is to have 
patience, sit tight, and let profits run. (After the sharp break which 
followed the President's illness.) 

3/10/56 It is entirely probable that within a week or two all three 
averages may be exploring new high territory in a most bullish manner. 
(Just before all three did hit new high ground.) 


gmt PROFITS SPEAK wii: 
LOUDER THAN WORDS! 


Claims are one thing—but the proof of any service lies in 
its profits! A unique and popular feature of our weekly 
service is the performance record of our 2 continuously 
supervised model accounts (Investment and Speculative 
grades). In addition our investment procedure under the 
Dow Theory is fully outlined. This complete accounting 
shows our procedure from 1949 to date. Here are the actual 
GAIN records for our accounts (as of 10/12/56) 


¢ NO. 1 MODEL INVESTMENT ACCOUNT 
(16 diversified investment-grade issues) 
Market Value: $241,500.00 


INDICATED GAIN (profits and reinvested divs.)... $180,048.27 


¢ NO. 2 MODEL SPECULATIVE ACCOUNT 
(32 diversified lation issues) 
Market Value: $169,000. 
INDICATED GAIN (profits and reinvested divs.). $106,519.45 
NOTE: Both funds were started in 1949 with $50,000 capital each. 


HANQUOUOUOUOUOUOUOUOEUOGUGEUOUOUOUOUOUOUOUGUGEOOGEUOAUOUOEOUOEOEOEOEOUOUNUEDES 
UNUSUALLY GENEROUS INTRODUCTORY OFFER! 


To introduce new subscribers to the outstanding record 
achieved by the Dow Theory Trader, an unusually generous 
offer is being made. A complete package of the seven widely 
discussed bull market studies plus Schaefer’s latest study 
“Fabulous Profits Coming” and his important list of 24 
growth stocks for 1957 will be included FREE of cost to all new 
4-week trial subscribers to Schaefer’s “Dow Theory Trader.” 
These articles include “The Coming Boom” written in October, 
1952, “The Boom Begins” written in November, 1953, “Short 
Term Decline Ahead” in August, 1954, “Higher Prices Coming” 
issued in November, 1954 and “The Boom Expands” issued in 
May, 1955, “Colossal Upsurge Ahead” prepared in January, 
1956 and “Colossal Upsurge Begins,” written in March of this 
year. These important studies are available from 

no other source. By subscribing now—the com- 
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plete offer, including the two current siuuies and tne bonus 
package of 7 Bull Market articles and forecasts plus four full 


weeks to the service are yours for only $3 . . . a saving of 
over 40% against the regular cost of the service alone! 

To benefit fully from these valuable analyses in the light 
of important current market influences and future prospects, 
WE URGE YOUR PROMPT ACTION! 


Accept Special MONEY-BACK 
Trial Offer . . . Start to Benefit 
NOW from this Modern 

12-Point DOW THEORY Service! 


You don’t risk a penny when you accept our generous intro- 
ductory offer to examine our complete service for 4 full weeks! 
In addition to the important special reports and generous 
bonus package already described, your special trial subscrip- 
tion will include all of the following: 


| SCHAEFER’S “THE DOW THEORY TRADER”—our weekly market 
" letter providing unhedged advice as to investment policy 
and conclusions under the Dow Theory. 
2 TREND OF THE AVERAGES—vital weekly charts showing im- 
" portant investment trends. 
3 SUPERVISED MODEL ACCOUNTS—INVESTMENT AND SPECULATIVE 
* GRADES—complete, continuous performance records of our 
two model accounts under our Dow Theory investment 
procedure. 
4 COMMENT ON INVESTMENT PROCEDURE—a weekly discussion of 
* model account procedure. 
5 SELECTED SITUATIONS—stocks considered best buys. These 
* include 5 portfolios: “Low Priced Speculations,” “Better- 
Quality Investment Group,” “Highly Speculative Cats & 
Dogs,” “Selected Growth Situations,” and “Selected Spec- 
ulative (High-Velocity) Potentials.” 
ia TECHNICAL SUPPLEMENTS—special studies (presented in 
“graphi¢ form) correlated with the Dow Theory. 
7 CONSENSUS OPINION—combined near-term trend opinion 
"of 15 leading market analysts, plus industry groups and 
individual issues most mentioned and favored. 
§ THE BUSINESS OUTLOOK—an occasional trend survey and 
"study on future business. 
3 QUESTIONS AND ANSWERS—important investment questions 
"posed by readers are answered periodically. 
10 CASE HISTORY NOTES—a special periodic page giving invest- 
"ment thoughts, principles, policies and records of sub- 
scribers. Our staff analysts’ comments will accompany 
each case study. 


i] WASHINGTON NEWSLETTER—an especially written analysis of 
* important events taking place in our Nation’s Capitol with 


an interpretation of their probable impact on stock prices 
and the securities market. 


12 “SPECIAL SITUATIONS”—periodic reports on special invest- 
"ment situations—known to few investors—unearthed by 
our research activities—earmarked for immediate action! 


Fill in coupon, attach your check or money order and receive all 
the above material for 4 full weeks plus 2 special reports and bonus 
package of 7 bull market studies. 


ui ACT NOW! all for only 4 3 
SCHAEFER'S “The Dow Theory Trader’ 


PUT 


3636 Salem Street, 

Indianapolis 8, Indiana 

Enclosed is $3 covering your special introductory offer, 
$3.25 Air mail. Please rush me your 2 special reports with 


the FREE Bonus Package (9 studies in all) and start sending 
complete service for four full weeks. (F-11-1-56) 


TTT 2 


If I’m not completely satisfied I understand you will 
refund my money upon notification. 
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—SEND— 
for This Valuable 
7-Stock Check Today 


At absolutely NO COST OR 
OBLIGATION, Babson’s Reports 
will immediately check 7 stocks you 
own or are planning to buy. This 
Country’s oldest personal investment 
advisory service—as a personal 
service to investors— will check 
your list against its up-to-date 
HOLD or SWITCH list. 

Based on more than 51 years’ 
experience and extensive research, 
this check is vitally important. It 
can help you avoid costly losses and 
take advantage of present available 
profit opportunities. 

Mail your list of 7 stocks with- 
out delay. Valuable advice sent 
promptly at NO COST OR OBLI- 
GATION. 


BABSON’S REPORTS 


Dept. F-65 
Wellesley Hills 82, Mass. 

















How to Save Estate 
and. Gift Taxes 


by J. K. Lasser & R. Wallace 


It’s amazing how many individuals work 
and slave a lifetime to build an estate and 
family security and then let ‘it be cut drastically 
= their family d by taxes 

they thought applied only ¢ to ‘Anillionaires. ‘ 

And yet there’s nothing to stop them from 
taking advantage of some of the extraordinary 
gift and estate plans - ee ag by two of the 
country’s leading authorities. g these are: 
A grandfather’s insurance trust that turns a 
$100, 000 estate into $200,000; How to support 
an aged parent, or other relative with securi- 
ties; Protecting your wholly-owned business; 
What to do about jointly owned real estate 
(such as-your homie); No estate or gift tax on 
a $300,000 estate; More income to a widow by 
giving remainder of trust to others. 

Your estate may be bigger for tax 
than you think. ’t give your ei-onenea 
assets away. Even one of these model plans 
may save you thousands of dollars. 

Send for a free examination copy of HOW 
TO SAVE ESTATE & GIFT TAXES. If you 
keep it, pay only $5.95, plus shipping (or save 
by remitting $5.95 now—full refund 
teed). =e to American Research Council, 
Dept. F-19, Larchmont, N. Y. 





























SOY BEAN 


There is a fine buying spot coming for 
soy beans in the future. Get our 
special report on the possibilities for 
making money in soy beans this crop 
year. Get 8 bulletins of specific advice 
and technical analysis of commodity 


markets. 
Send $5 
For 8 Bulletins 


and receive our complete profit record 
for the past 2!/2 years. All trades shown 
with losses as well as profits. 


Send $5 for offer D-25 
THE COMMODITY ADVISOR 


431 S. Dearborn 
Chicago 5, Ill. 
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INVESTMENT POINTERS 4 
by JOSEPH D. GOODMAN q 
1 
Common Stocks and Inflation 
From time to time, I have wholesale prices of com- Bri 
mentioned the advisability modities in January 1913, 
of having a substantial part compared with the prices 
of one’s assets in selected prevailing in September Ce 
common stocks because of 1956. These figures were 
the seemingly never-ending taken from a recent survey 
inflation. In this connection, published by the Guaranty ch 
the table below shows the Trust Co. of New York. 
Co 
COMMODITY COMPARISONS, 1913-1956 
. : Jan. Sept. 
Commodity Unit 1913 1956 
CATTLE—Fair to choice native steers, Chicago. ... . Dols. per 100 Ibs. 7.85 27.00 Cr 
COFFEE—Santos No. 4, New York............... Cents per Ib. 152 61.50 
COPPER—Electrolytic, New York refinery........ Cents per lb. 17.00 39.8712 
CORN—No. 2 yellow, Chicago................. Dols. per bu. .50 1.66% De 
COTTON—Middling, %”, New Orleans.......... Cents per Ib. 12.50 29.65 
HOGS—Good merchantable, pigs and rough stock 
RTS Ea eer Dols. per 100 Ibs. 7.40 15.90 
IRON and STEEL— He 
Pig iron, basic, Neville Island, Pa............. Dols. per gross ton 16.35 62.50 
Steel scrap, No. 1 heavy melting, Pittsburgh.... Dols. per gross ton 15.00 59.00 
Steel billets, carbon, rerolling, Pittsburgh....... Dols. per net ton 29.00 74.00 
LEAD—Common grade, New York basis.......... Cents per lb. 4.35 16.00 wi 
PETROLEUM—Crude, at well 
PNR S-E-} sob 0-3 v.c 5.0 6 h'0' 0 oS ocius'o 06 Dols. per bbl. 2.05 4.68 
NN, 655, ohn 0 coda #4 dnelteeh ew adewk Dols. per bbl. 83 2.84 
ROSIN—H grade, Savannah.................4 >. Dols. per 100 Ibs. 2.39 8.35 Mi 
SUGAR—96° centrifugal, duty paid, N. Y......... Cents per lb. 3.48 6.10 
TIN—Grade A, prompt delivery, N. Y............+ Cents per Ib. 50.45 107.37% 
WHEAT— P 
No. 1 northern spring, Minneapolis. ....... _+e+ Dols. per bu. 88% 2.27% ’ 
No. 2 hard winter, Kansas City ..............- Dols. per bu. 89 2.25% 
No 2 red winter, Chicago. ........s+eesee+++. Dols. per bu. 1.11% 2.27 
WOOL—Clean basis, Boston Py 
Ohio fine delaine........... eecsce, cocccece Dols. per Ib. 72 1.43 
NE b vt cencccs te suebes tes Dols. per Ib. 54 1.05 
ZINC—Prime western, E. St. Lovis............ Cents per Ib. 7.10 13.50 
nm - 
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On July 1st, this column presented 
a list of high-grade preferred stocks 
which I considered to be attractive in- 
vestments. Among my favorites in this 
list are du Pont $3.50 pfd., now around 
9112, yielding 3.82%; General Motors 
$3.75 pfd., now around 93%, yielding 
402%; Philadelphia Electric $3.80 pfd., 
now around 8914, yielding 4.24%. 
These stocks appear to be excellent 
investments. Their prices will prompt- 
ly respond to any easing in the money 
market. 

Just making a guess, it seems to me 
that the reserve requirements in New 
York and Chicago (the so-called cen- 
tral reserve cities), will be reduced in 
coming months. At present, the re- 
quirements are 20% against demand 
deposits, compared with a statutory 
maximum of 26% and a statutory 
minimum of 13%. 

To readers who kept my list of pre- 
ferred stocks in the July Ist issue, I 
suggest that those cited in the accom- 
panying table be added: 





MORE PREFERRED STOCKS 
pee. Topeka & Santa Fe $0.50 Fauna 








Dividend $0.50 
eee 4.65% 
Baltimore Gas & Elec. $4.50 cum. ‘'B"’ 
o_O RETREAT 102 
Dividend $4.50 
gg 441% 








Central Illinois Light $4.50 cum. 


Recent price .... 








Dividend 50 
Current yield .. 4.47% 
Champion Paper & Fibre $4.50 cum. 
| eed price 99 
vi 








Current yield 
Consumers Power Co. $4.50 cum. 














I NNIND Scscckstcccannsdsiptesoccnsencei 1 

Dividend $4.50 

i | 4.45% 
Crown Zellerbach Corp. $4.20 cum. 

SED MRUUIID \iosseviciesdbereceshentutimuncenee 98 
Dividend $4.20 
4 ae 4.29% 

Deere & Co. $1.40 cum. 
SN NUIT  coactnnsubincicccenossovassenese 31 Ve 

Dividend $1.40 
RA 449% 

Household Finance $3.75 cum. 

Recent — ES AINE: AE 81% 
Dividen $3.75 
Current yield ..............cccccecceseeeee 4.61% 


5 ~ Power Co. $2.04 cum. 
‘gad 





Merck & Co. $3.50 cum. 
Recent price 
Dividend $3.50 
Current yield .............cccccccseeseeees 4.16% 


Pacific Tel. 4 Tel. Co. $6.00 cum. 














Sean yield .......... 
Puts Son pee , eens $3.50 cum. pm 





$3. 
Sanent oi Si chtaiinahseatbbbousniatires 4.35% 





|The VALUE LINE §ipppyyy Investment Survey 
VALUE LINE Wil Investment Surv 








6.5% Current Yield 
from Leading Rail Stocks 


| EE will note in the new 64-page issue of the Value Line Survey which 31 
leading rail stocks now provide a generous 6.5% yield, based on this year’s estimated 
dividends. Significant, too, are the Value Line estimates of 1956 earnings of Class I 
railroads which now give promise of approaching last year’s record $925 million. 

Long-term prospects for the rails, however, may not be so bullish. The railroads 
are likely victims of both a wage spiral and lagging rate relief. Yet, in this volatile 
industry, there are still five rails that offer exceptionally large capital growth op- 
portunities to the investor willing to accept the risks involved. 


In addition to a — analysis of the railroad industry, the current edition of the 
Value Line Survey includes a full-page Rating & Report on each of the leading rail 
stocks, estimates of earnings and dividends for this year and the appreciation prospects 
$ to 5 years from now. You also see at a glance which of these stocks are now un- 
derpriced despite the generally high level of the market. 


SPECIAL: You are invited to receive the 64-page issue covering the leading Railroad 
and Railroad Equipment stocks at no extra charge under this Introductory Offer. 
In addition, you will receive in the next 4 weeks new reports on over 200 stocks and 
14 industries. This issue analyzes 44 stocks including: 


New York Central Penna. R.R. N.Y., Chicago & St. Louis Southern Pacific 
Canadian Pacific tchison St. Louis-San — isco reat Northern 
Chesapeake & Ohio Balt. & Ohie Chicago, Milw Union Pacific 
Northern Pacific Erie Westinghouse At Air “Brake Norfolk & Western 
Louisville é asheiite enous Baldwin-Lima-Hamilton Alco Produ 
Southern Railway Pullman American Stee! Foundries and 21 others 


$S INTRODUCTORY OFFER* 

Includes 4 weekly editions of the Value Line Survey—with a full-page Rating & 
Report on each of 200 stocks and 14 industries, including advance estimates of 1956 
and 1959-61 earnings and dividends. It includes also a new Special Situation Recom- 
mendation, Supervised Account Report, 2 Fortnightly Commentaries, and 4 Weekly 
Supplements. (Annual Subscription $120.) 

BONUS: You will also receive under this Special Offer, at no extra charge, the new 
12-page Summary-Index giving current Value Line advices, yields and future price 
expectancies on all 700 stocks under constant supervision. *New subscribers only. 


Name 


Address 


eee eee eee ee eee eee eee eee eee ee eee eeeeeeeeeeeeeeeeeeeeeeeeeee 


Oe 
. 


Send $5 to Dept. FB-72 


THE VALUE LINE 


SURVEY 





Published by ARNOLD BERNHARD & Co., Inc. 


VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 
a 




















Land-Rich Rail Empires! 


Certain Western railroads are the last great land owners in the U.S. 
All hold millions of acres as a result of the original land grants. This 
report details tremendous hidden assets for these rails—$100 million 
in timber for one company—hundreds of millions in oil and gas 
for another—fabulous uranium mines—iron ore and titanium values 
—the largest coal producer west of the Mississippi, etc. 


Send $1 for this investment analysis to: 


STANDARD REPORTS 


‘$33 Fidelity Union Bldg. Dallas, Texas 
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Time for a 


Checkup? 


Who knows, maybe it is. You get 
checkups on everything else — your 
health, the kids, your car. 

So why not your investments, too? 


After all, times change—and so do 
security values. The stocks you bought 
five years ago may have been just fine 
for your purposes then — but what 
about now? 


Maybe your objectives have changed. 


Maybe other stocks offer far better 
opportunities. 

Maybe there are definite weak spots 
here and there in your portfolio. 


That’s why we think every investor 
should get a good financial checkup 
from time to time . . . find out just 
what his investment program looks 
like to a practiced, impartial observer. 


And if you’d like to know what we 
think of the stocks you own, we'll be 
happy to tell you. 


Our Research Department will mail 
you an objective review of your present 
portfolio, give you all the facts they 
can about any particular stocks you 
may want to buy or sell, or prepare a 


complete investment program for any’ 


sum, any objective. 


There’s no charge for this service, 
either. Whether you’re a customer or 
not. 


If you’d like an investment checkup, 
just write us a letter about your situa- 
tion. You simply address— 


Water A. SCHOLL 
Department SD-27 


Merrill Lynch, 


Pierce, Fenner & Beane 
_70 Pine Street, New York 5, N. Y. 


Offices in 107 Cities 
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The Market Versus Individual Stocks 


Every now and then someone calls 
me on the ’phone and asks if I would 
“get into the market” now. Such a 


“question always makes my hair rise 


a little. In the first place, I don’t like 
to think of being “in the market” or 
“out of the market”; I like to think of 
owning shares or of not owning 
shares of individual companies. Sec- 
ond, I am aware in my heart of hearts 
that I do not know what “the market” 
is going to do anyway. Third, if I did 
know what “the market” would do, I 
might not buy or sell the right stocks. 

Actually, while the market has gone 
up and down since September of 1955, 
it has made negligible net progress: 





30 industrials 20 Rails 
. &. re 9.94 164.65 
Subsequent High .......... 524.37(b) 183. rat 
Subsequent Low ........... 433.19(a) 144.07(a) 
Oct. 15, 1956 close ........ 489.40 161.06 
(a) October, 1955 
(b) April, 1956 
(c) May, 1956 


The Utilities were 66.68 at their Sep- 
tember, 1955 high and 66.49 at the 
close on October 15th. The 65 Stocks 
were 174.21 at the September, 1955 
high and 172.99 on October 15th. 

But here are three groups of 10 
stocks each. One group, like the 
market, is practically unchanged. 
Another group consists of stocks 
which have declined materially. A 
third group is made up of stocks which 
have sustained a large advance in the 
same period: 

PRACTICALLY UNCHANGED 








MARKET COMMENT 





Sept. 23, Oct. 15, 
1955 a a 
IED. 0s ane shedncate ee 47 4614 
acl 6, BOS cin ert ose 54% 
NUD oon oto onccsicede 28% 2812 
ERS oO 53 53% 
General Motors ............... 46(a) 47%, 
a ORS 117% 117 
ec esekehthepsvsces ce 7 57 
a Carbide beRVEet ess ee~ ve 112% 115 
“Ph PE REY Pere 419% 51% 
Universal leat dapase Nines ka ahs 3342 32% 
DCWN MATERIALLY 
Sept. 23, Oct. 15, 
1955 _1956 
Allied Soy ea ee 115 945% 
American Optical .............. 34 
Chicago, Rock island & Pacific... 45%2(a) 384 
Colgate-Palmolive Co. .......... 49% 
tf £ (EA aoe 39/2 26 
Monsanto Chemical .........::: 50% 37 
National Gypsum ............... 58% 46% 
New York Central .............. 48% 3658 
Radio Corp. of America .......... 50% 38% 
Westinghouse Electric .......... 6342 54% 
SUBSTANTIALLY HIGHER 
os. 23, Oct. 15, 
955 1956 
American Machine & Foundry .... 27 36 
DUES pcos crvoceccesscal 22% 39 
EE nats tiv és pe eic she secebe 48 8812 
Emerson Electric .............. 18(a) 27% 
CTL sikh be bGinin dho-e-0.0% « ¢00'e 6.0 34% 47% 
General Railway Signal ......... 62 9342 
Halliburton Oil elt Cementing . 59 914% 
McGraw Electric ..............+. 5042 74 
National Lead ................. 86 112 
National yak paket akendeesase 84%, 
Dc cabins o<enbe oak 61% 


4hY 
(a) Adjusted 4 split or stock dividend. 





by L. O. HOOPER 


The point is that 
the fellow who has 
been looking at 
the “averages” or 
at “the market” 
has not been get- 
ting anywhere, 
but the man who 
has been intelligently selective could 
have been either bullish or bearish 
and done rather well. That’s a little 
different than it was in the earlier 
years after World War II, because 
most everything “went up.” It is more 
difficult now to make good selections, 
and the batter strikes out at least as 
often as he makes a home run. 

Whether an investor should judge 
his success or failure on a one-year 
reading of results is debatable. Any- 
one who has owned Life Insurance 
stocks for the past year probably has 
realized little if any appreciation; yet, 
over a period, these stocks have done 
exceedingly well. Anyone who has 
owned Aluminum shares or Chem- 
icals of late has not been getting rich, 
but over a period of 5 years his prof- 
its have been enormous. I find that 
most successful investors in stocks do 
not disturb ownership except infre- 
quently, and ride out these minor and 
intermediate swings. Indeed, a ma- 
jority of all investors inevitably ride 
out the long swings too, for the mar- 
ket is too small to enable more than 
a few to take advantage of tops and 
bottoms regardless of intelligence. 

Right at the moment, it seems to me, 
barring new factors, the general price 
level (the DJ Industrials) is “fenced 
in” by a highly important “supply 
area” at around 500-525 and by a 
highly important (perhaps somewhat 
weaker) “demand area” at around 
460-470. That does not mean that in- 
dividual stocks, if you are smart 
enough or lucky enough to pick them, 
can’t behave very well or very bad- 
ly. It does mean that selections are 
more difficult and subject to a wider 
margin of error. 

Everyone is thinking about the 
Election, and what it may do to stock 
prices over the near-term. From 
where I sit, it looks as if the poll on 
November 6th won’t change political 
complexions much. I. would look for 
Mr. Eisenhower to be re-elected (by 
a smaller margin) and for the House 
and the Senate to remain Democratic 
controlled. I don’t see why that 
should change anything, but it could 
result in passing firmness, especially 
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tf the Dow happens to be nearer 470 
than 500 on election eve. 

I suspect that business and earn- 
ings will be better in the fourth quar- 
ter of 1956 than in the first and sec- 
ond quarters of 1957—and that the 
market some time in the first half 
year (as measured by the Averages) 
will be lower than the highs recorded 
in November and December. 

I am sure that there will be more 
‘tax selling” in November and De- 
cember than in any recent years. 
There’s more opportunity, especially 
on many purchases made less than 
six months ago. There’s more incen- 
tive because there has been a fair 
amount of profit-taking against which 
Josses can be offset. Usually this tax 
selling has little market influence ex- 
cept in a few stocks. People tend to 
use the. proceeds to buy something 
else. 

By the way I am all for tax selling. 
It not only helps you to cut down 
on your federal and state taxes, but 
it also encourages you to correct your 
mistakes somewhat painlessly. It is 
just as important to sell the things 
that go against you as to keep the 
things that go in your favor. The 
capital gains tax, by encouraging peo- 
ple to keep their good stocks and sell 
their bad ones, has been an important 
producer of millionaires. 


I am still cautious about buying 
these very rich “growth” stocks sell- 
ing at 25 or more times earnings to 
yield 2%. They may be down, but 
they can go down further, and earn- 
ings in many cases are not increasing 
as fast as formerly. I like the Bank 
shares, and the Life Insurance issues 
previously mentioned favorably, es- 
pecially if you are investing for the 
pull and not trading. I like Ford and 
Chrysler as near-term trading issues, 
but I am less confident about them fon 
longer holding, preferring to take an- 
other look at the automobile business 
late in the winter. I think Tennessee 
Corporation at around 53 is cheaper 
than the other chemicals. As a 
growth stock fairly priced, Eagle- 
Picher at around 43 has a definite ap- 
peal, and it is not up too much this 
past year. Watch this one over a pe- 
riod of years. Curtiss-Wright ap- 
peals to me more than some of the 
other aircrafts. Timken Roller Bear- 
ing looks like an excellent value and 
the stock has real quality; an extra 
dividend may be near at hand. Camp- 
bell Chibougamau Mines Ltd. at 
around 16, down from 29, looks like 
an excellent copper stock to own, if 
you are willing to be patient. It is 
better to buy copper shares when the 
metal is 36c than when it is 52c, al- 
though most people seem to think 
otherwise, judging by their actions. 


FORBES, NOVEMBER 1. 1956 











Some Revealing Facts About 


GROWTH STOCKS 


Cy= of the most profitabie methods of investing is to 
buy good growth stocks and hold them on a long 
term basis. These are issues whose earnings and dividends 
over the years are slanted upward at a steeper pitch than 
average. They include companies with outstanding manage- 
ments and products of unusual promise. 


Why Growth Stocks Grow 


Extensive research, new product development, and heavy 
reinvestment of earnings in new plants mean almost per- 
petual expansion for these companies. Growth companies 
often earn 10% to 30% annually on their capital. Money 
compounded at these rates grows very rapidly. 

Gains shown by growth stocks are well-nigh startling. 
duPont bought at the very top of the 1937 bull market now 
shows a fourfold increase. National Lead now shows a 730% 
advance over its price at the 1946 bull market peak, with 
dividends 23% per annum on that earlier level. 


GOOD ISSUES TO BE BUYING NOW 


For investors who seek to have their money profitably 
at work in live, expanding companies, our staff has selected 
from all listed issues 200 outstanding growth stocks. Ten 
are selected as especially attractive at current prices. 

You can have an introductory copy of this Growth 
Stock Report for only $1. In addition you will receive 
without extra charge the next four issues of the UNITED 
Investment Reports. (New readers only.) 


r———FILL OUT COUPON AND MAIL TODAY WITH ONLY $1———- 
| BY AIRMAIL $1.25 (] FM-76 


UNITED BUSINESS SERVICE 


210 NEWBURY ST. BOSTON 16, MASS. 


Serving more business men and investors than any other advisory service. 























STATISTICAL EVIDENCE That The 
OVER-THE-COUNTER MARKET Is The 
TOP MARKET For CAPITAL GAINS 


Investors now have powerful statistical evidence that the over-the-counter securities 
market is the TOP market for capital gains and that OVER-THE-COUNTER SECURI- 
TIES REVIEW is THE magazine to keep up with—and ahead of—this vital investment 
medium, Since March, 1951 OCSR has featured TEN stocks which have advanced from 
aon. Ad as much as 1447% since they were first featured in the magazine. Here’s the 
record: 

Price when Rec. 
Company Featured in OCSR Bid 
LOOK AT THIS Electronic Associates, Inc.* ....... $3.7: —s 
HK. Porter 6 (Pa.)* 20 $3.00 
De Gy ccccccvecees 
RECORD OF pa etta Co. 5.00 53.50 
Riverside Cement Co. Class B rr i 00 
UNLISTED STOCKS = ucla et as 
FEATURED Lithium Corp. of Americ: 33.00 
im merica je 
National Homes Corp.* je 21.00 
IN OCSR AVERAGE PRICE 45.70 
*Adjusted for stock splits and stock dividends 


Don’t you OWE it to yourself to get in touch with this GROWTH STOCK MARKET? 
You can, by subscribing to OVER- THE-COUNTER SECURITIES REVIEW, only 
monthly on ks. Contains special features and departments, eur- 
rent data on hundreds of companies. Also Free Literature Service for broker reperte. 
Send $4.50 TODAY for full year’s subscription to: 


OVER-THE-COUNTER SECURITIES REVIEW 
DEPARTMENT 14 JENKINTOWN, PENNSYLVANIA 
P.S. For an additional $4.00 you can obtain a copy of OVER-THE-COUNTER 
SECURITIES HANDBOOK, nr to almost 550 unlisted only popular- 

priced manual in the field. 
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NEW SAFER APPROACH 10 


COMMODITY 
PROFITS 


Even a small investment can earn big 
money in commodities. Proper timing 
- the secret success. Scientific 

safeguard your funds against 
S ue risk. 


Learn how you, too, can increase 
capital and income. Send for recent 
trading bulletins from 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArciay 7-6484 


UP 20,700% 


Yes, Sener period, R. t/ O. WARRANTS showed 
the ve ea gain, a $500 ee 
appreciating’ to 000. RANTS 
Richfield Oil, THe Continental and Atlas Corp. 
comparative rises. WARRANTS move faster 
and further than any other type of security. 


If you are es in capital 
appreciation, be © su’ to read 


“THE SPECULATIVE MERITS 
OF COMMON STOCK WARRANTS” 
by Sidney Fried 
It discusses Warrants in their different phases— 
explores many avenues of their profitable pur- 
_ A le—creseibes current opportunities 
Gor your ony cs, Bopt. 70,220 Fifth 


aT N. Y.. or 














blishers, R.H.M. 
ith Ave. New York 
free descriptive folder. 











SAVINGS ACCOUNTS 











CASH DIVIDEND No. 37 


The Board of Directors of 
Delta Air Lines, Inc. has 
declared a quarterly divi- 
dend of 30c per share on 
the capital stock of the 
company, payable Decem- 
ber 3 to stockholders of 
record at the close of 
business November 9. 


DELTA AIR LINES, INC. 


General Offices: Atlanta, Ga 
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STOCK ANALYSIS 


Two Convertible Bonds 


THERE is not one among us who would 
not want to have his cake and eat it 
too. Of course we should have 
learned by now that things just don’t 
work this way in our world, and least 
of all in the field of investments. 
Who wouldn’t want to buy the se- 
curity that is as safe asa government 
bond, has the romance and apprecia- 
tion potential of an I.B.M., and pro- 
duces an income of 6%. Those of us 
who are realists do not try to reach 
for the impossible. But many others 
do, and more likely than not they 
will have to pay to learn their lesson. 
Convertible securities, it seems, 
were specifically designed to create 
the impression that safety and oppor- 
tunity are attainable goals. Alas, it 
is only an illusion. Of course, one 
can cite dozens of examples where a 
convertible bond or preferred stock 
has produced the miracle of combin- 
ing safety and opportunity; but then 
an exception shatters the dream and 
brings one down to earth. Fe 
' Let us look at a recent example: 
last April, the A-rated convertible 
debentures of the Union Oil Co. of 
Cal. were selling as high as 117%. 
Because of their sound investment 
quality, combined with the oppor- 
tunity for capital gain inherent in the 
conversion privilege, these bonds 
reached a hefty premium of over 
14% above call price and more 
than six points above conversion par- 
ity. Then something unexpected hap- 
‘pened. Gulf Oil took a major interest 
in Union Oil and the company decided 
to call its debentures for redemption 
at 103. And that is the price at which 
they sold on the day of redemption. 
It meant a substantial loss for all in- 
vestors who paid premium prices. 
They had no intention of taking a 
risk—but there it was. Admittedly, 
cases of this sort are comparatively 
rare, but the mere fact that it can 
happen should serve as a warning. 
(For readers who are not too well 
versed with financial terminology it 
might be explained that, generally 
speaking, a convertible bond or pre- 
ferred stock gives the holder the 
privilege of exchanging his security 
for common stock. If the price of the 
common stock goes up, this “conver- 
sion privilege” becomes valuable, 
and the bond or preferred stock which 
carries this privilege goes up too. If 
the price of the common stock de- 
clines, the convertible security will 
be valued on its own merits.) 
There are circumstances, like at 
present, when one is greatly tempted 


By HEINZ H. BIEL 


to “hedge.” With 
an election coming 
up within a week, 
and with a market 
that is still shaky 
after a pretty bad 
correction, many in- 
vestors want to take 
a position, yet at the same time they 
would like to limit the risk of loss. 
Convertible securities can be the an- 
swer, but only within certain limita- 
tions; they must meet the primary 
requirement of limited risk, which, 
arbitrarily, one might set at 10%. 

What are the specifications? (1) 
the company must be sound, and its 
common stock should be intrinsically 
attractive, either as an investment or 
as a speculation. (2) The convertible 
issue should not sell more than 10% 
above its true investment value, i.e. 
above the price at which it would sell 
if it were not convertible. (3) It 
should not sell more than 10% above 
the call price. (4) The premium 
above conversion parity (the price at 
which conversion is feasible) must 
not be so high as to minimize the 
capital gains potential. 

An example of a bond which meets 
all of these requirements is the 
Northrop Aircraft 4% debenture, due 
1975, which is convertible into the 
common stock at 2744, or into ap- 
proximately 36.3 shares per $1,000 
bond. This bond, rated Bl (semi- 
speculative) by Standard & Poor’s, 
might be worth about 90, without the 
conversion privilege, under present 
market conditions. With the stock 
selling at 2434, conversion parity is 
also approximately 90. At their 
present price of 92 the Northrop con- 
vertible debentures sell only 2.2% 
above “true value” and conversion 
parity, 11 points below call price, and 
yield 4.63% to maturity. 

Northrop recently proposed a mer- 
ger with Vertol Aircraft (formerly 
Piasecki Helicopter), a marriage 
which promises to be beneficial for 
both companies. With the comple- 
tion of its F-89 (Scorpion) contracts, 
Northrop’s earnings in the current 
fiscal year are expected to hold 
around $3 to $3.50 a share, but the 
company has a bright prospect with 
its new supersonic jet trainer for the 
Air Force on which volume produc- 
tion may start early in 1958. The 
Northrop-Vertol combination lends 
both diversification and romance to 
an essentially sound, though natu- 
rally speculative situation. On that 
basis, the convertible debentures of 
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Northrop seem to combine a mini- 
mum of risk with an excellent chance 
for capital appreciation. If Northrop 
common should be able to reattain its 
1955 high of 3934, these debentures 
would be worth 145. 

Capital Airlines has a $12 million 
444% debenture issue, due 1976, 
which is convertible into common 
stock at 3344, or 30 shares per $1,000 
bond. This is a speculative security, 
rated “B” by Standard & Poor’s, and 
may have a true investment value, 
under present conditions, of about 
88-90. At their current price of 93 
the debentures are selling only mod- 
erately above this level, giving very 
little recognition to the appreciation 
potential and to the fact that they 
sold as high as 113 only a few months 
ago. The common stock has suffered 
a major decline from a high of 42% 
to about 26 at present, indicating a 
conversion value for the debentures 
of only 78. However, as recently as 
last September the stock sold as high 
as 314% where the conversion parity 
for the bonds is 9414. 

Capital Airlines has had a tough 
time this year. Just about every- 
thing went wrong—except the Vis- 
count plane which performs as well 
as expected and is enjoying the 
hoped-for patronage. For the first 
several months of the year the 
weather was bad in Capital’s terri- 
tory, causing an exceptionally high 
rate of flight cancellations because 
Capital did not want to take any 
chances with its new planes. Second, 
integration of, and training of flight 
crews for, the Viscount was far more 
expensive than had been anticipated, 
as was the opening up and exoloita- 
tion of new routes which had been 
granted to the company. Then the 
steel strike came which did not help 
matters for Capital whose routes 
radiate from Pittsburgh. Finally, the 
company “missed the boat” in failing 
advantageously to refinance the ac- 
quisition cost of its Viscount fleet. 
This all adds up to a loss of over $3 
million for 1956. 

But the Viscount is a very good 
plane, and the expanded system of 
Capital includes some of the lushest 
routes in the country. Since it will 
take at least another two years before 
the Lockheed Electra, the American 
version of a turboprop jet, will be 
available in quantity, Capital with its 
growing fleet of Viscounts will be in 
an excellent competitive position. 
1957 should be the first “pay-off 
year” for Capital, and it should be a 
good one. On that basis, the convert- 
ible debentures, yielding 4.8%, seem 
to offer an attractive speculative op- 
portunity without a great deal of risk 
involved. 
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R. J. REYNOLDS 


TOBACCO 
COMPANY 





QUARTERLY DIVIDEND 


Winston-Salem, N. C. 
October 11, 1956 





A quarterly dividend of 80 cents per 
share has been declared on the Com- 
mon and New Class B Common stocks 
of the Company, payable December 5, 
1956 to stockholders of record at the 
close of business November 15, 


W. J. CONRAD, 


1956. 


Secretary 





Makers of 


CAMEL, CAVALIER, 
WINSTON AND SALEM 


cigarettes 


PRINCE ALBERT 
GEORGE WASHINGTON 
smoking tobacco 





GROWTH STOCKS 


With 100% to 378% 
Expanded Earnings Bases 


When comparies plow back a substan- 
tial part of their earnings into new 
plants and equipment over a period of 
ten years, there’s a steady broadening 
of their future earnings potential. Such 
has been the policy of the ten companies se- 
lected for Fe study in October 24 FINAN- 
CIAL W The expanded earnings base for 
these oa stocks a s — ~ to nearly 
— since 1946 a > ee already been reflected 
in much LARGER 1 EARNINGS 4 INCREASED 
DIVIDENDS— in several instances two to three 
times 1946 results. Get your copy of this im- 
portant study as offered below. 


If you want to do much better with your 
Investment Dollars, return this “ad” 
with $5 check for the next 18 weekly copies of 
FINANCIAL WORLD ($9 Newsstand Value for 

) and receive also: ‘10 GROWING STOCKS 
WHICH OW EXPANDING EARNINGS 
BASE” and ‘88 Stocks at Depressed Levels’’, 
DOWN 25% to 50% or more, from 1956 HIGHS; 
ALSO 4 valuable 48- to 64-page “Independent 
APPRAISALS of Listed Stocks’’, with our Rat- 
ings and monthly Digest of new Corporation 
Reports on 1,393 to 1,870 listed stocks. 


Or, return “ad” with $20 for full-year 
subscription (or $12 for é a pont s) pad get all 
items above . . . PLUS Annual Stock 
Factograph”’ Manual eae erubiieited. 


MONEY BACK IN 30 DAYS IF NOT SATISFIED. 


BECOME A BETTER JUDGE OF INVESTMENT 
VALUES. CLIP ‘“‘AD’? NOW AND MAIL TO— 


FINANCIAL WorLD 


54 Years of Service to Investors 
86-FB Trinity Place, N. Y. 6, N. Y. 





Long pull 


or 
Quick Turnover 


Sometimes it’s better to turn down a 
good, long-term capital gain for a 
shorter, more speculative one. It may 
be hard to decide just what you want 
in a given investment, but only you 
ean make the final decision. 


However, your broker-dealer can be 
a great help in reaching that de- 
cision. After all, his business de- 
pends on the success of his clients. 
He is constantly on the lookout for 
solid, money-making investments. 
Take advantage of his service. 


We have a number of securities we 
think are particularly well situated 
in the present market. We'd be glad 
to send you information on them, 
Just send us the. coupon below. 











McGrath Securities 


CORPORATION 
10 Wall Street, New York City 5 


Please send me information on growth 
stocks. 


















EREING 
INVESTVMENE 
i FUND 


























A balanced mutual fund represent- 
na ing a managed investment in a 
} diversified list of bonds, preferred 
stocks and common stocks. 

Mail this advertisement for de- 
if tailed, free information. 


















































INTERSTATE SECURITIES 
CORPORATION 


200 So. Tryon St., Charlotte 2, N. C. 
New York, N. Y. Atlanta, Ga. 
































T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


* 
OBJECTIVE: Long term growth of 
+ principal and income. 
OFFERING PRICE: Net asset value 
per share. There is no sales 
load or commission. 
























































Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 






































GROWTH 
INSURANCE STOCK 


about $37/, a share 


Fire and casualty insurance company estab- 
lished in 1946 in fast-growing state. 


®@ 4 cash dividends since 1954 
@ 2 stock dividends since 1954 
Write for FREE Report 


ALBERT J. CAPLAN & CO. 
Members: Phila.-Balto. Stock Exchange 
1516 LOCUST STREET PHILA. 2, PA. 





































































































PUGET SOUND POWER 
& LIGHT COMPANY 
* 


Common Stock Dividend 
No. 53 


The Board of Directors has de- 
clared a dividend of 32c per 
share on Common Stock of 
Puget Sound Power & Light - 
; Company, payable November 
15, 1956, to stockholders of 
record at the close of business 
October 26, 1956. 

FRANK McLAUGHLIN 

President 














































































































a | 
} 
és 
4 
- 
7 





THE FUNDS 


A BILLION TO GROW ON 


Tue U.S.’ investment companies, both 
open and closed end, are fast ap- 
proaching the $10 billion assets mark. 
At the end of September, the 150 
members of the National Association 
of Investment Companies reported 
total assets of $9,732,167,000. This 
represents an increase of almost $700 
million in nine months. The great bulk 
of the increase, of course, came from 
the mutual funds. Whereas the closed 
end companies have to rely largely on 
stock market gains to grow on—and 
these have not been easy to come by 
in 1956—the mutual funds have their 
salesmen plying Main Street and Wall 
Street. 

Thus in the first nine months of 
1956, investors poured a shade over 
$1 billion in new money into the funds. 
At the same time they cashed in— 
which is also their right—just short of 
$350 million worth of fund shares. Net 
gain: $662 million. 


SAVINGS CONTEST 


WHATEVER the merits of mutual funds 
as opposed to the direct buying of in- 
dividual stocks, one thing is clear: 
when it comes to investing on the in- 
stallment plan, the mutual funds so 
far have a big leg up. The mutual 
funds, of course, offer accumulation 
plans for regular monthly or quarterly 
purchase of mutual fund shares. In 
competition with it, member firms of 
the New York Stock Exchange offer 
their Monthly Investment Plan by 
which the periodic payments are chan- 
neled into a common stock of the in- 
vestor’s choice. 


During the first nine months of this 
year, the funds report that they signed 
up 126,408 new accumulation plans, 
bringing their total to an impressive 
425,000. At the same time, MIP gained 
13,000 new adherents, for a total of 
48,800. In terms of growth, MIP is not 
doing too badly: it grew 30% during 
the period, or just about as fast as the 
funds’ plans did. But in over-all size, 
MIP is no match. Its investment total 
stood at just $45 million, while a big 
hunk of the funds’ assets of $8.5 billion 
was paid in by periodic investors. 


MIDNIGHT OIL 


THESE are days, says Delaware Fund’s 
President W. Linton Nelson, when in- 
vestment managers really have to 
burn the midnight oil. Reason: they 
can no longer count on a soaring stock 


market to carry the weak sisters in 
their portfolios. “Not even the advent 
of inflation,” says Nelson, “that seems 
to worry the Federal Reserve Board 
so much will mean rising prices and 


profits for everyone. . . . This is the 
reason the stock market has seemed a 
bit jittery recently and explains why 
the night lights are burning in so 
many investment companies’ research 





DELAWARE’S NELSON: ‘ 
“night lights are burning” 


departments.” Delaware Fund’s mid- 
night oil department has come up with 
some candidates of its own for leader- 
ship in the “next forward movement”: 
the steel and auto stocks. 


TO PAY THE MAID 


A wise broker will always warn his 
customers that dividends will vary 
with the fortunes of the company that 
pays them. This can be something of 
a handicap, however, for people who 
need or want a steady, fixed income. 
Since last summer, enterprising mu- 
tual funders have figured a way for 
investors, in a sense, to both have 
their cake and eat it. The plans go by 
many different names, but they all 
boil down to the same thing: a system 
whereby investors can get the pos- 
sible growth advantages of stock in- 
vestment and yet get their income on 
a monthly basis with the ups and 
downs in dividend payments ironed 
out. Every month the mailman brings 
them a dividend check of a pre-ar- 
ranged amount. 

Keystone Custodian calls it a “Level 
Payment Plan,” Group Securities a 
“Periodic Remittance Plan.” Similar 
plans, with variations are offered by 
such funds as Financial Industrial, 
Selected American Shares, National 
Securities, the George Putnam Fund 
of Boston and Wellington. 
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In most of these plans, the share- 
holder can draw out more money in a 
year than his shares earn. This, of 
course, involves “dipping into capital” 
since some of the shares must be 
redeemed to make up the difference. 
Most funds discourage this practice, 
however, and urge stockholders to set 
their monthly checks on a basis that 
will leave an excess of dividends over 
outgo. 

Some investors have put these 
monthly check plans to intriguing 
uses. One fund received an inquiry 
on the possibility of arranging ali- 
mony payments through such a plan. 
“I don’t want to see her,” explained 
the investor. Group Securities reports 
that one planholder has his monthly 
check sent to his daughter at college. 
Another uses the monthly check to 
pay her maid. 

In a few cases, even conscientious 
mutual funders will prescribe monthly 
payments that exceed annual dividend 
receipts. Group Securities arranged 
such a plan for a retired couple who 
anticipate an annuity which falls due 
in six years. Until then they are draw- 
ing partly on income, partly on capital 
for their monthly checks. 

Mutual fund men report that much 
of the interest in the plan comes from 
older investors. Philadelphia’s big 
Wellington Fund reports that the 
average age of its “Systematic With- 
drawal” planholder is about 65. Wel- 
lington Vice President A. J. Wilkins 
says that about one in every 30 new 
customers uses the plan and he ex- 
pects the proportion to rise as high 
as possibly one in twelve by next 
year. “We expect,” says he, “about 
$7.5 million to be invested under the 
plan next year, unless, of course the 
market should go haywire.” (Welling- 
ton hopes to sell $100 million worth 
of shares in 1956.) 

Whether used to pay the maid or to 
pay for retirement, mutual fund sales- 
men are excited about the results of 
these plans. “They are,” enthused one, 
“selling like hotcakes.” 


ADDITION & SUBTRACTION 


Some of the more interesting recent 
switches by mutual fund manage- 
ments: 

Owens-Corning Fiberglas was sold 
by both Selected American Shares 
and National Investors. 

Du Pont was sold by both Selected 
American and Broad Street. 

Other blue chip sales included 
American Cyanamid by Selected 
American, Kaiser Aluminum by 
Whitehall Fund. 

On the buying side Kroger was 
purchased by both Selected American 
and Broad Street. Selected American 
also bought American Airlines. 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


$6,000,000 


UNDERWOOD CORPORATION 


542% Convertible Subordinated Debentures 


Due October 1, 1971 
Convertible into Common Stock at $23 per share 


Price 100% and Accrued Interest 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer these securities in such State. 


Lehman Brothers 


Lazard Fréres €¥ Co. 


October 25, 1956. 


White, Weld €# Co. 




















wit the stock market vulnerable to 
adverse news both at home and 
abroad, we*believe you would be wise 
to check the ground you are on before 
taking another step. 

What about the stocks you now hold— 
particularly those in which you show 
substantial paper profits? Do they rep- 
resent companies which will continue 
te give a good account of themselves? 
At current levels, are they still fairly 
priced? Which of your paper profits 
are resting securely upon the realities 
of today and which, because of that 
unpredictable, on-again-off-again phe- 
nomenon called “Investor Confidence”, 
are balanced precariously upon the 
possibilities of tomorrow . . . subject 
to disappearance at the first hint of 
bad news? 

In the event you, like many FORBES 
readers, are sitting nervously upon 
hard-won paper profits, reluctant to 
capture them because of the heavy 
capital gains tax, yet even more reluc- 


approximately $ 








Time To Switch Stocks? \ 


SEND FOR FREE DESCRIPTIVE LITERATURE, NO OBLIGATION! 


FORBES PERSONAL INVESTMENT MANAGEMENT 
70 Fifth Avenue, New York 11, N. Y. 
I may be interested in retaining the services of FORBES PERSONAL INVESTMENT MANAGEMENT. 


Will you kindly send me without obligation, complete details? My present investments are valued at 
1 .. I have an additional $ 


tant to see them melt away in a high- 
ly selective market 

—we invite you to acquaint yourself 
with the service offered by FORBES 
PERSONAL INVESTMENT MAN- 
AGEMENT, a completely personal 
service that will help you realign your 
investment portfolio to meet current 
market conditions by determining 
which of your stocks are overvalued 
and should be switched, which should 
be held for further appreciation. 
Obviously, the full scope of this Serv- 
ice, its purposes, its many advantages 
to those with $25,000 and more in- 
vested in securities, cannot be ex- 
plained within the confines of this 
announcement. We therefore have 
prepared a descriptive booklet on 
FORBES PERSONAL INVESTMENT 
MANAGEMENT which we shall be 
happy to send you upon request. 
We believe it will be your advantage 
to do so today. You incur no obliga- 
tion. 


in cash for available investment. 


“Y 








ide oscccecem 








63 












pee err 
























liad 
eS 
ene 4 





Southern California 
Edison Company 
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DIVIDENDS 

The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


ae 


Wiese rsp 


Seats 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 27 

25/2 cents per share; 


ere Yet 
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CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 4 

262 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 36 

302 cents per share. 


The above dividends are pay- 
able November 30, 1956, to 
stockholders of record Novem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, November 30. 


P. C. HALE, Treasurer 
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CONTINENTAL 
_ CAN COMPANY, Inc. 
160th 
COMMON DIVIDEND 
A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable Decem- 
ber 15, 1956, to stock- 
holders of record at the 
close of business Decem.- 
ber 3, 1956. 
48th 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and thrée-quarter cents 
($.93%) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable January 2, 1957, 
to stockholders of record 
at the close of business 
December 14, 1956. 


LOREN R. DODSON, 
Secretary 
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(CoNTINUED FROM PAGE 49) 


to remain there. This because the tax 
selling from here out will be concen- 
trated in the aluminums, chemicals, 
oils and papers; last summer’s “car- 
riage trade” stocks. 

Purposely, I’m rambling a bit in the 
process of attempting to answer the 
various questions you raised. This 
because it has been my experience 
that only a few security buyers prop- 
erly appreciate what has been hap- 
pening these past months. They for- 
get the fact that the day of putting a 
pin in the stock tables to find the 
proper vehicle disappeared last year. 
We are in unique markets and it is a 
unique experience for the latest gen- 
eration of security buyers. Most of 
them, I’m afraid, have been content 
to “follow the leader.” Most, too, I 
suspect, are a little baffled by the fact 
that every day is not New Year’s 
Eve in Wall Street. It isn’t in any 
other business—why should the stock 
market be different? 

Yes, I’ve heard all the popular 
clichés about the possible impact of 
the elections on the price trend. But 
I'd like to repeat an axiom cited to 
you many times in the past, namely: 
“It takes a surprise to make a new 
price trend.” It seems to me that the 
day has passed when a political label 
spelled a sharp difference in eco- 
nomic philosophy. In other words, 
the technological changes taking place 
within industry are more important 
than the Party in power. Industry 
today is so constituted that it simply 
has to have more new plants just to 
stand still. 

Thus, I suspect that the post-elec- 
tion market will not differ greatly 
from that which now is in progress. 
And the present situation carries two 
labels: (1) The Indian summer de- 
cline spent itself on October Ist. (2) 
There is a new, intermediate uptrend 
in the averages, but the selectivity 
will continue to be the most vicious 
in history. In a word, I think we will 
remain in a period where it will be 
possible to speculate profitably on 
both the long and short side at the 
same time. 

In retrospect, 1956 has been a field 
day for the sophisticated security 
buyer, such as yourself. And it will 
continue that way. 

In like vein, my buying suggestions 
are what your conservative friends 
would classify as “off beat” specula- 
tions. But those people who worry 
about labels are having a difficult 
time in 1956. Conversely, those who, 
like yourself, know that the ap- 








SOUTHERN 


NATURAL GAS 


COMPANY 
Birmingham, Alabama 


Common Stock Dividend No. 71 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able December 13, 1956 to 
stockholders of record at the 
close of business on WNo- 









vember 30, 1956. 


Vice President and Secretary 
Dated: October 20, 1956. 


H. D. McHENRY, 
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3, 1956, 
Nov. 5, 


Dec. 3, 





MANUFACTURING COMPANY 


DIVIDEND NOTICES 


Debenture 
dividend of $2.00 per share on the 
Debenture Stock will be paid Dec. 


“A” Common and Voting Common: 
A quarterly dividend of 40 cents 
per share on the “‘A’’ Common and 
Voting Common Stocks will be paid 


record Nov. 5, 1956. 





amingham, Mass. 


: The regular quarterly 


to stockholders of record 
1956. ° 


1956, to stockholders of 
R. N. Wallis, Treasurer 
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COLUMBIAN 
ON COMPANY 


One-Hundred and Fortieth 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 


cents per 


share on the Capital Stock of 


the Company will be paid December 
10, 1956 to stockholders of record at the 
close of business November 15, 1956. 


RODNEY A. COVER 
Vice-President — Finance 











DIVIDEND NOTICE 
SKELLY OIL COMPANY 





The Board of Directors to- 
day declared a quarterly 
cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able December 5, 1956, to 
stockholders of record at 
close of business October 
30, 1956. 


LOUIS B. GRESHAM, 


October 16, 1956 Secretary 
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preciation potential is the acid test of 
any commitment are doing well by 


themselves. 

In this connection, it seems to me 
that Capital Airlines is a very inter- 
esting speculation at going levels 
around 26. True, I can’t give you 
dividends or earning power. The 
company will have a whopping big 
loss in 1956. But the important points, 
as I see it, are three-fold: (1) There 
are many reasons for this year’s 
probable loss—higher depreciation, 
costs of building up new routes, the 
costs of introducing the “Viscount.” 
(2) The worst of this transition year 
appears to have passed, and the 
company is over the hurdle of com- 
pletely changing its operating com- 
plexion. (3) There is an excellent 
possibility that the company could 
earn more in 1957 than it will lose this 
year. 

Everyone and his brother will tell 
you that the textile industry is a ter- 
rible business. It has been so for 
years. But the more important con- 
siderations, in my opinion, are that: 
(1) The industry’s problems have re- 
volved around destructive price com- 
petition—not consumption, which has 
been reaching new highs annually. 
(2) The price structure has firmed, 
margins are improved, and there is a 
good possibility that the industry may 
have turned a cyclical price corner 
for the better. The profits turn-about 
won’t be immediate—for wages were 
increased, and goods remained to be 
shipped at the old prices. But there 
is little question in my mind that 
profits in the winter months will be 
much better than they are at the 
present time. 

In this connection, I think J. P. 
Stevens around 23—paying $1.50—is 
a very interesting speculation. There 
is a great deal of demonstrable value 
in this situation—what with the work- 
ing capital equivalent being only 
slightly below going levels, and the 
company having re-invested some $38 
per share in properties in the past 
decade. Moreover, despite the textile 
depression, the company’s earnings 
have averaged $2.75 per share in the 
past five years, and profits in the 
fiscal year just ended should be about 
$2.15 per share. The leverage in this 
company is best illustrated by the 
fact that only a 1% increase in profit 
margins represents close to $1 per 
share before taxes. 

Lest you think that I’ve become a 
complete iconoclast, I hasten to add 
that there are attractive speculations 
in the more conservative groups, too. 
For example, Kroger Grocery, Chesa- 
peake & Ohio and all the soft coal 
roads still are quite interesting. But 
you can’t kiss all the pretty girls— 
even though it is fun trying. 
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We Believe the Turn Has Come For 


DOUGLAS & LOMASON COMMON 


Now around $7.50 a Share 1950-56 Price Range: $4'/s-$169/ 


No Bonds. No Preferred Stock. Net Quick $7 a share. 
Book Value Over $12 a Share. 
Current ratio Assets to Liabilities Over 10 to 1 (March 31, 1956). 


e@ In business over 50 years manufacturing moldings, stampings and assemblies 
for automobile industry, the company has been operating in black for 6 months 
through June 30th . . . noteworthy considering depressed state of automobile 
industry. Satisfactory operations odbloved as result of increased efficiency, closer 
cost control and initiation of product diversification—making company less 
dependent on auto industry. 

e Now completely tooled for 1957 automeliifle model year. The consensus of 
informed opinion seems to agree that 1957 will be a good sales year for auto- 
mobiles . . . and if correct, it should be an excellent profit year for Douglas & 
Lomason Common. 


Recommended for Appreciation—SEND FOR FREE REPORT 


GENERAL INVESTING CORPORATION 


Members. American Stock Exchange iii a 
80 Wall St., New York 5, N. Y., BOwling Green 9-1600 


Name 





(Please print full name clearly) 


Address 

















INVESTORS RESEARCH COMPANY* 
*originators of the PRIMARY TREND INDEX 


Send Now for Our List of 
STOCKS FOR 1957 


Plus a 5-Weeks' Subscription to our Service! All for $2. 


Our research experts bring you pertinent, timely information weekly! Your entire 
investment policy may be altered for the better. Just $2 will bring you a full 5-week 
trial subscription—by air mail—to our complete service. The special bulletin on 1957 
stocks will be included! 


a====-Use this Coupon—SEND $2 TODAY (F-20) ------ 
INVESTORS RESEARCH CO., 922 Laguna St., Santa Barbara, Calif. 








Please send me 5 weeks of your service and “1957 Stocks.” I enclose $2, 
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HOW TO MAKE 
SHREWD SPECULATIONS 


in stocks under $5 



















Now you can get revealing reports giving 
analysis and opinion on investment bar- 
gains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
are well managed, have good earnings 
prospects, yet are overlooked by the aver- 
age investor. ... We specialize in selecting 
these stocks selling under $5. A. J. G. of 
Westport,.Conn., writes: “I now take 4 


other services, but yours is one of the best I 
have seen for the small investor.” FREE 
TRIAL OFFER: No obligation. Just send 
name and address on a postcard—or mail 
coupon below for a full month’s trial sub- 
scription. See for yourself how you may 
benefit from “hidden” stocks that may 
show unusual profits on just a small in- 
vestment. 


POSS SSS SSSSSS SS SSS SSSSSSSeesesaes sees sseesooooooeeseseeess 
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; Please send me your Name............. 
§'SSR reports for 1 pS a re 
8 month’s FREE trial. City 

See ee « MFG Sits wesw ees 


d2te He eeSeu Sees Zone..... 


beweeeeeeeerseseeseeeeeesseseessessesssseosseoseorsasessd 





65 









ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 





The decisive element in modern life 
is not political but industrial. Our 
prosperity as a nation depends not 
upon the Republicans or the Demo- 
crats but upon the maintenance of a 
specific type of industrial -system. In 
the United States, as in Russia, the 
expression of the opinion of the 
people has less and less significance 
as the requirements of an impersonal 
industrial system become more and 
more dominant. The supreme social 
problem of the twentieth century 
centers around the question whether 
the value of individual human life 
can be maintained when the decision 
of the individual has ceased to have 
social significance. 

—Francis E. Mixer. 


All truth is safe and nothing else 
is safe; and he who keeps back the 
truth, or withholds it from men, from 
motives of expediency, is either a 
coward or a criminal, or both. 

—Max MULLER. 


It is not who is right, but what is 
right, that is of importance. 
—Tuomas Huxtey. 


A leader of men must make deci- 
sions quickly; be independent; act 
and stand firm; be a fighter; speak 
openly, plainly, frankly; make de- 
feats his lessons; co-operate; co-ordi- 
nate; use the best of any alliances or 
allies; walk with active faith coura- 
geously toward danger or the un- 
known; create a staff; know, love 
_and represent the best interests of 
his followers; be loyal, true, frank 
and faithful; reward loyalty; have 
a high, intelligent and worthy pur- 
pose and ideal. Do justice; love 
mercy; fear no man but fear only 

—Joun W. Donce. 


The world as it is has been human- 
ly made and must be humanly re- 
made. —Minot Srmvons, DD. 


Kindness works simply and perse- 
veringly; it produces no strained re- 
lations which prejudice its working; 
strained relations which already exist 
it relaxes. Mistrust and misunder- 
standing it puts to flight, and it 
strengthens itself by calling forth an- 
swering kindness. Hence it is the 
furthest reaching and the most effec- 
tive of all forces. 


—ALBERT SCHWEITZER. 


Some critics are like chimney- 
sweepers; they put out the fire be- 
low, and frighten the swallows from 
their nests above; they scrape a long 
time in the chimney, cover them- 
selves with soot, and bring nothing 
away but a bag of cinders, and then 
sing from the top of the house as if 
they had built it. —LONGFELLOw. 





B. Cc. FORBES: 


Beware of the lure of the swivel 
chair! So easy is it to sink into 
routine habits. One feels so 
much more at ease in the ac- 
customed office chair than in 
hurrying hither and thither, 
striving to overcome this bar- 
rier, exercising every ounce of 
ingenuity to strike down the 
next barrier. So long as we stay 
in our place of business, in our 
own environment, we have a 
sense of importance; we feel 
that we are more or less the 
cock of the walk. But when we 
venture forth into the hurly- 
burly of the world and tackle all 
sorts and conditions of men, in- 
cluding many of greater impor- 
tance than ourselves, our smug 
sense of superiority is rudely 
ruffled. And unless we are on 
guard, we are disposed to re- 
turn to the swivel chair and let 
others come, if they wish, to see 
us. But the way to find business 
is, of course, to go out after it. 
Beware of the lure of the swivel 
chair! 











No man can tell whether he is rich 
or poor by turning to his ledger. It 
is the heart that makes a man rich. 
He is rich according to what he is, not 
according to what he has. 


—Henry Warp BEECHER. 


Knowledge is the treasure but 
judgment the treasurer of a wise man. 
He who has more knowledge than 
judgment is made for another man’s 
use more than his own. 


—WILLIAM PENN. 


America came of God, without 
question, and we ought to dedicate 
ourselves to her service so that the 
goodness of America would make her 
eternal. ... And if we live so that the 
people of the world want to be like us, 
want to be like what we are instead of 
what we have, then America will be 
safe and the world will be safe. 


—U. G. Dusacnu. 


Nothing is more destructive of hu- 
man dignity than a rule which imposes 
a mute and blind obedience. 

—ANTHONY EDEN. 


It must be remembered that the 
object of the world of ideas as a 
whole is not the portrayal of reality— 
that would be an utterly impossible 
task—but rather to provide us with 
an instrument for finding our way 
about in this world more easily. 


—Hans. VAIHINGEr. 


By words we learn thoughts, and by 
thoughts we learn life—Prre Grrarp. 


The future of civilization is, to a 
great extent, being written in the 
classrooms of the world. 

—Mirton L. Smits. 


The greatest danger to an adequate 
old-age security plan is rising prices. 
A rise of 2 per cent a year in prices 
would cut the purchasing power of 
pensions about 45 per cent in thirty 
years. The greatest danger of rising 
prices is from wages rising faster than 
output per man-hour. . . . Whether 
the nation succeeds in providing ade- 
quate security for: retired - workers 
depends in large measure upon the 
wage policies of trade unions. 


—Sumner H. SLIcHTer. 


There is no security on this earth. 
Only opportunity. 
—Gen. Douctas MacArtuur. 


No task is as difficult as striving to 
become a civilized person. But the 
lasting happiness which comes with 
that attempt makes the effort seem 
small indeed as compared with the 
value to be gained. 

—LeELANpD P. Stewart. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 

















A Text... 


His Lord said unto him, Well done, good and 


faithful servant: thou hast been faithful over 


Sent in by H. Loftus, Buffalo, 
N. Y. What’s your favorite text? 
A Forbes book is presented to send- 
ers of texts used. 


a few things, I will make thee ruler over 
many things. 


—Sr. MattHEw 25:23 
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